constructed by or on behalf of Lessee, and Lessee hereby agrees to perform such repair or
restoration work at Lessee’s sole cost and expense.

10.2 Intentionally Omitted.
10.3  Intentionally Omitted.

10.4  Deficiency Notices. If County provides written notice to Lessee of a deficiency
or other breach in the performance by Lessee of the maintenance and repair obligations of Lessee
under this Article 10, then Lessee shall promptly commence the cure thereof and shall complete
such cure within the time period for such cure set forth in the County’s deficiency notice, which
cure period shall not be less than thirty (30) days except if the deficiency pertains to a condition
that is a threat to health or safety or otherwise constitutes an emergency situation, in which case
County shall have the right to immediately require Lessee to take all approptiate steps to avoid
damage or injury. If Lessee fails to cure any such deficiency within the cure period set forth in
County’s deficiency notice (which cure period shall comply with the requirements of the
immediately preceding senterce of this Section 10.4), then in addition to, and not in lieu of, any
rights or remedies that County may have under Article 13 of this Lease for defaults not cured
within the applicable notice and cure periods set forth therein, Lessee shall pay to County an
amount equal to One Hundred Dollars ($100) per day per item of deficiency for each day after
‘'such cure period that the deficiency item remains uncured; provided, however, if the nature of
the deficiency is such that it is not capable of cure within the cure period specified in County’s
notice (for example, as a result of permitting requirements or construction material procurement
delays beyond the control of Lessee), then as long as during the specified cure period Lessee
commences the cure of the deficiency and thereafter continues the prosecution of the completion
of such cure in a manner and with such diligence that will effectuate the cure in as short a period
as reasonably possible, then the cure period specified in County’s deficiency notice shall be
extended for such additional time as necessary to complete the cure in as short a period as
reasonably possible.

For purposes of determining the number of items of deficiency set forth in a
deficiency notice received from the County, County shall reasonably identify the separate
deficiencies so as not to unfairly increase the daily amount payable under this Section 10.4 by
separating the work into unreasonably particularized items (e.g., the requirement to paint the
exterior of a building shall not be split into individual deficiency items for the painting of each
individual door, window or other component of such building). If a cited deficiency is not health
or safety related and does not otherwise constitute an emergency, and if in the reasonable and
good faith business judgment of Lessee the deficiency notice was erroneously issued by County,
then Lessee shall have the right to contest such deficiency notice by written notice to Director
within five (5) business days after the date the deficiency notice is received by Lessee. If Lessee
files any such contest with Director, then Director shall have the right, in the exercise of
Director’s discretion, to consider such contest. If Lessee’s contest is made on a reasonable and
good faith basis, then the cure period for the deficiency notice shall be tolled during the period
between the date Director receives written notice of such contest and continuing until Director
notifies Lessee in writing that either Director denies Lessee’s contest or that Director has
determined not to consider such contest, and the daily penalty set forth above in this Section 10.4
shall not be applicable during the period that the cure period is tolled. The One Hundred Dollars

3330546.5 68



($100) per diem amount set forth in this Section 10.4 shall be adjusted every three (3) years
during the remaining Lease Term on each third (3rd) anniversary of the Effective Date to reflect
any change in the Consumer Price Index over the three (3) year period immediately preceding
each such adjustment. If Lessee fails to pay any amounts payable by Lessee under this Section

- 10.4 within ten (10) days after written notice from County, then County shall have the right to
draw on the Security Deposit to cover such unpaid amounts.

10.5 Option to Terminate for Uninsured Casualty. In the event of any damage to or
destruction of the Premises, or any Improvements located thereon (other than the Excluded
Conditions and the Seawall, except to the extent damage thereto is caused by the Lessee, its
agents, employees, subtenants or contractors, or by Improvements constructed by or on behalf of
Lessee), Lessee shall, except as otherwise expressly provided in this Section 10.5, promptly
(taking info consideration the necessity of obtaining approvals and permits for such
reconstruction) repair and/or restore such Improvements to their condition existing prior to the
damage or destruction. Except as otherwise expressly provided in this Section 10.5, such
obligation to repair and restore is absolute, and is in no way dependent upon the existence or
availability of insurance proceeds. Repair and restoration of any damage or destruction shall
take place in accordance with the provisions of Article 5. Notwithstanding the foregoing, Lessee
shall have the option to terminate this Lease and be relieved of the obligation to restore the
Improvements on the Premises where all or substantially all of the Improvements on the
Premises (other than the Excluded Conditions and the Seawall) are substantially damaged or
destroyed and such damage or destruction resulted from a cause not required to be insured
against by this Lease (an “Uninsured Loss™), and where all of the following occur:

10.5.1 No more than one hundred (100) days following the Uninsured Loss,
Lessee shall notify County of its election to terminate this Lease; to be effective, this
notice must include both a copy of Lessee’s notification to the Encumbrance Holder, if
any, of Lessee’s intention to exercise this option to terminate and Lessee’s certification
under penalty of perjury that Lessee has delivered or mailed such notification to the
Encumbrance Holder in accordance with this subsection 10.5.1. County shall be entitled
to rely upon the foregoing notice and certification as conclusive evidence that Lessee has
notified the Encumbrance Holder regarding Lessee’s desire to terminate this Lease.

10.5.2 No more than sixty (60) days following the giving of the notice
required by subsection 10.5.1 or such longer time as may be reasonable under the
circumstances, Lessee shall, at Lessee’s expense: remove all debris and other rubble from
the Premises; secure the Premises against trespassers; and, at County’s election, remove
all remaining Improvements on the Premises.

10.53 No more than sixty (60) days following the loss, Lessee delivers to
County a quitclaim deed to the Premises in recordable form, in form and content
satisfactory to County and/or with such other documentation as may be reasonably
requested by County or any title company on behalf of County, terminating Lessee’s
interest in the Premises and reconveying such interest to County free and clear of any and
all Encumbrances and Subleases.
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10.5.4 Within ten (10) days following the County’s receipt of the notice
referred to in subsection 10.5.1, County has not received both written notice from the
Encumbrance Holder, if any, objecting to such termination and an agreement containing
-an effective assignment of Lessee’s interest in this Lease to such Encumbrance Holder
whereby such Encumbrance Holder expressly assumes and agrees to be bound by and
perform all of Lessee’s obligations under this Lease.

10.6  No Option to Terminate for Insured Casualty. Lessee shall have no option to

terminate this Lease or otherwise be relieved of its obligation to restore the Improvements on the
Premises where the damage or destruction results from a cause required to be insured against by
this Lease.

10.7  No County Obligation to Make Repairs. County shall have no obligation
whatsoever to make any repairs or perform any maintenance on the Premises; provided,

however, that Director shall in its good faith discretion consider the application of funds toward
the maintenance, repair and replacement of the existing seawall protecting the Premises (the
“Seawall”) if and to the extent such funds are made available to Director for such uses by County
and its Board of Supervisors. Director shall undertake such maintenance, repair and
replacement, if any, with due diligence consistent with the funding provided. In the event the
Seawall is in imminent danger of collapse or has collapsed, Director shall promptly seek funding
from the Board of Supervisors for repair or replacement as may be necessary to avoid or repair
such collapse. If County is obligated to maintain or repair the Seawall under the terms of a lease
between the County and any other lessee in Marina del Rey, or if County in fact maintains or
repairs the Seawall for the benefit of any other lessee in Marina del Rey, County shall have the
same obligation(s) with respect to the Seawall protecting the Premises. Except as expressly
provided in this Section 10.7, County shall have no obligation to maintain or repair the Seawall.

10.8  Repairs Not Performed by Lessee. If Lessee fails to make any repairs or
replacements as required, Director may notify Lessee of said failure in writing, and should
Lessee fail to cure said failure and make repairs or replacements within a reasonable time as
established by Director, County may make such repairs or replacements and the cost thereof,
including, but not limited to, the cost of labor, overhead, materials and equipment, shall be
charged against Lessee as provided in Section 13.5.

10.9  Other Repairs. Although having no obligation to do so, County may, at its own
cost and at its sole discretion, perform or permit others to perform any necessary dredging,
filling, grading or repair of water systems, sewer facilities, roads, or other County facilities on or
about the Premises. Any entry by County onto the Premises pursuant to this Section 10.9 and
any entry onto the Premises to perform work on the Seawall pursuant to Section 10.7 above,
shall be made in accordance with the following requirements: (i) prior to entry onto the Premises
County shall cause each of its contractors to provide to Lessee evidence that such contractor has
procured commercial general liability insurance coverage pertaining to such contractor’s
activities on the Premises, which insurance coverage shall be consistent with County’s insurance
requirements generally applicable to County contractors, and shall name Lessee as an additional
insured; (ii) County’s contractors shall comply with industry standard safety requirements; (iii)
County shall repair, or cause its contractors to repair, any damage to the Premises caused by the
activities of County and/or it contractors on the Premises pursuant to this Section 10.9 or Section
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10.7 above; and (iv) any entry onto the Premises by County or its contractors for the purpose of
performing work pertaining to the Seawall shall be confined to the Promenade and the fire access
lane over the Premises, except in extraordinary circumstances to the extent that due to the scope
or nature of the work and/or due to safety concerns, the work cannot reasonably be confined to
such area. In any such extraordinary situation County and Lessee agree to cooperate to define a
work and/or access area that is reasonably acceptable to both parties.

10.10 Notice of Damage. Lessee shall give prompt notice to County of any fire or
material damage affecting the Premises from any cause whatsoever.

10.11 Waiver of Civil Code Sections. The parties’ rights shall be governed by this
Lease in the event of damage or destruction. The parties hereby waive the provisions of
California Civil Code Section 1932 and any other provisions of law which provide for contrary
or additional rights.

11. ASSIGNMENT AND SUBLEASE.
11.1  Subleases.

11.1.1 Definition. The term “Sublease” shall mean any lease, license, permit,
concession or other interest in the Premises, or a right to use the Premises or a portion
thereof, which is conveyed or granted by Lessee to a third party, and which constitutes
less than the unrestricted conveyance of the entire Lessee’s interest under this Lease.
“Sublessee™ shall be the person or entity to whom such right to use is conveyed by a
Sublease. - A ‘Sublease which grants or conveys to the Sublessee the right to possess or
use all or substantially all of the Premises is sometimes refetred to in this Lease as a
“Major Sublease” and the Sublessee under such agreement is sometimes referred to in
this Lease as a “Major Sublessee”.

11.1.2 Approval Required. At least thirty (30) days prior to the proposed
effective date of any Sublease that is not a Major Sublease or an Approved Apartment
Lease (as defined below), or of any assignment or material amendment of such Sublease,
Lessee shall submit a copy of such Sublease (or assignment or amendment thereof), to
Director for approval, which approval shall not be unreasonably withheld. To the extent
practical, Director shall approve or disapprove said proposed Sublease, amendment or
assignment within thirty (30) days after receipt thereof. In no event, however, shall any
such Sublease, amendment or assignment be made or become effective without the prior
approval of Director. Each such Sublease shall specifically provide that the Sublessee
shall comply with all of the terms, covenants, and conditions of this Lease applicable to
the portion of the Premises subject to the Sublease.

Notwithstanding any contrary provision of this Article 11, Lessee shall
not be required to obtain County’s approval of any Sublease of an individual apartment
unit in the ordinary course (but not the master lease of multiple units) to a person or
persons who will physically occupy the subleased unit, as long as such Sublease is in the
form of the standard residential apartment lease hereafter submitted to and approved by
County and the term of such Sublease does not exceed twelve (12) months (each, an
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“Approved Apartment Lease”). The terms and provisions of Sections 11.2 and 11.3 of
this Lease shall not be applicable to Approved Apartment Leases. Upon request by
County, Lessee shall furnish County with a current rent roll respecting the Approved
Apartment Leases and a copy of all of such Approved Apartment Leases.

11.1.3 Major Sublease. Lessee shall enter into a Major Sublease only with a
reputable owner or manager of comparable residential apartment such as exist on the
Premises. In light of the inherent detailed nature of 2 Major Sublease, Lessee shall
deliver to County a copy of any proposed Major Sublease, or any sub-sublease or any
other document pursnant to which an interest is proposed to be transferred in all or
substantially all of the Premises, not less than sixty (60) days prior to the proposed
effective date of such proposed Major Sublease or other document, for County’s review
and approval pursuant to the procedures and requirements specified in Section 11.2.

112 Approval of Assignments and Major Subleases. Except as specifically provided
in this Article 11, Lessee shall not, without the prior written consent of County, which shall be
based upon factors described in Exhibit C hereto, which is incorporated herein by this reference
(“Assignment Standards™), and which shall be applied in a commercially reasonable manner,
either directly or indirectly give, assign, hypothecate, encumber, transfer, or grant control of this
Lease or any interest, right, or privilege therein (including without limitation the right to manage
or otherwise operate the Improvements located from time to time on the Premises), or enter into
a Major Sublease affecting the Premises, or license the use of the all or substantially all of the
Premises. Notwithstanding the foregoing, Lessee shall have the right, without the prior approval
of County, to retain an affiliate of Lessee as the property manager for the Premises. Any Change
of Ownership that is not an Excluded Transfer shall constitute an assignment of Lessee’s interest
under this Lease. In addition, for purposes of this provision, the following acts of Lessee (except
for Excluded Transfers) shall require the prior written consent of County to be effective: (1) the
addition, removal or replacement of one or more general partners or managing members in a
Lessee which is a limited partnership or limited liability entity, except (a) by death, insolvency,
incapacity, resignation (except for a sole general partner, if any) or removal of a general partner
or managing member and his replacement by a vote of the limited partners, the remaining
general partners or remaining members, or (b) if any general partner or managing member
owning more than fifty percent (50%) of the interests of the partnership or limited liability entity
acquires the interest of another general partner or managing member owning fifteen percent
(15%) or less of the interests in the partnership or limited liability entity; or (2) the sale,
assignment, or transfer of fifty-percent (50%) or more of the stock, partnership interests or
limited liability company interests in an entity which owns, or is a general partner or managing
member of an entity which owns, an interest in this Lease; provided, however, that with respect
to any sale, assignment or transfer of an AIG Entity or ownership interests therein, the phrase
“fifty percent (50%) or more” in clause (2) above shall be changed to “more than fifty percent
(50%).” Lessee shall provide County with any information reasonably requested by County in
order to determine whether or not to grant approval of the matters provided herein requiring
County’s consent. These same limitations and approval requirements as to Lessee’s interest
under the Lease shall also apply with respect to the Sublessee’s interest under a Major Sublease.

11.2.1 County’s tse of Discretion and Limitation on Permissible Assignees.

In exercising its discretion to approve assignments as provided in this Section 11.2,
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County shall take into account the Assignment Standards and, if County determines that
such Assignment Standards are satisfied, County shall not withhold or unreasonably
delay its consent to any proposed assignment.

11.2.2 Involuntary Transfers Prohibited. Except as otherwise specifically
provided in this Lease, neither this Lease nor any of the Lessee’s interest in this Lease (as
opposed to ownership interests in Lessee itself) shall be assignable or transferable in
proceedings in attachment, garnishment, or execution against Lessee, or in voluntary or
involuntary proceedings in bankruptcy or insolvency or receivership taken by or against
Lessee, or by any process of law including proceedings under the Bankruptcy Act.

1123 Procedure. Requests for approval of any proposed assignment shall be
processed in accordance with the following procedures:

11.2,3.1  Prior to entering into any agreement requiring the approval of
County pursuant to Sections 11.1 or 11.2, Lessee (or the entity seeking approval
of such assignment) shall notify County and deliver to County all information
relevant to the proposed assignment, including without limitation any term sheets,
letters of intent, draft Major Subleases, any other documents which set forth any
proposed agreement regarding the Premises and the information set forth in
subsection 11.2.3.5. County will evaluate the information provided to it and
County may request additional information as may be reasonably necessary to act
on the request. Under no circumstances will County formally discuss an
assignment with any proposed assignee prior to reviewing the proposal with
Lessee.

11.2.3.2  In completing its review of the proposal and granting or
withholding its consent thereto, County will not be bound by any deadline
contained in any proposed assignments, Major Subleases, escrow instructions or
other agreements to which County is not a party.

11.2.3.3  Lessee acknowledges that the time needed for County to
review a proposed assignment depends on many factors, including without
limitation the complexity of the proposed transaction, the financial and other
information submitted for review, and the workload of County’s personnel.
Notwithstanding the foregoing, County shall act as promptly as governmental
processes permit in processing and acting upon a requested approval of an
assignment of Lessee’s interest under this Axrticle 11.

11.2.3.4  Lessee shall be required to reimburse County for its Actual
Costs incurred in connection with the proposed assighment, whether or not
County ultimately grants its approval to the proposed assignment (without
duplication with any Administrative Charge payable under Section 4.6).

11.2.3.5  Lessee or the proposed assignee shall provide County with
sufficient information for County to determine if the public interest will be served
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by approving the proposed transaction, The information that must be provided
includes, but shall not be limited to, the following:

(a) Nature of the Assignee. Full disclosure is required in accordance with this
Lease and County’s applicant disclosure policy then in effect. Additionally, a flowchart
identifying the chain of ownership of the assignee and its decision-making authority shall
be provided to County. County shall be advised if the proposed assignee, or any other
person or entity for whom disclosure is required pursuant to County’s disclosure policy,
has had any leasehold or concessionaire’s interest canceled or terminated by the landlord
due to the tenant or Lessee’s breach or default thereunder.

(b)  Financial Condition of Assignee. County shall be provided with current,
certified financial statements, including balance sheets and profit and loss statements,
demonstrating the proposed assignee’s financial condition for the preceding five (5)
years, or such shorter period that assignee has been in existence. This requirement shall
also apply to any related person or entity which will be responsible for or guarantee the
obligations of the proposed assignee or provide any funds or credit to such proposed
assignee.

(¢}  Financial Analysis. County shall be provided with the proposed
assignee’s financing plan for the operation of the Premises (unless the assignment is
pursuant to a Change of Ownership that is an Excluded Transfer or is pursuant to a
Change of Ownership that involves the transfer of only beneficial ownership interests in
the constituent owners of Lessee, and following such transfer there is no intended change
in the financing plan for the operation and improvement of the Premises) and for any
contemplated improvement thereof, demonstrating such proposed assignee’s financial
capability to so operate the Premises and construct such improvements. Such financing
plan shall include, but not be limited to, information detailing (1) equity capital; (2)
sources and uses of funds; (3) terms of financing; (4) debt service coverage and ratio; and
(5) loan to value ratio. The proposed assignee shall also provide County with
documentation demonstrating such proposed assignee’s financial viability, such as letters
of commitment from financial institutions which demonstrate the availability of sufficient
funds to complete any proposed construction or improvements on the Premises. Further,
such proposed assignee shall authorize the release of financial information to County
from financial institutions relating to the proposed assignee or other information supplied
in support of the proposed assignment.

(d)  Business Plan. County shall be provided with the proposed assignee’s
business plan for the Premises (unless the assignment is pursuant to a Change of
Ownership that constitutes an Excluded Transfer or is pursuant to a Change of Ownership
that involves the transfer of only beneficial ownership interests in the constituent owners
of Lessee, and following such transfer there is no intended change in the business plan for
the Premises), including pro forma financial projections for the Premises for the five (5)
year period beginning upon the commencement of the proposed assignment. Such pro
forma projections will include capital costs, income and expenses, as well as debt service
and all other payments to providers of debt and equity, and will be accompanied by a
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statement of basic assumptions and an identification of the sources of the data used in the
production of such projections.

(e) . Assignor’s Financial Statements. County shall be provided with certified
financial statements, including balance sheets and profits and loss statements concerning
the assignor Lessee and its operations for the three (3) most recent years prior to the
proposed transaction.

3] Cure of Defaults. County shall be provided with the proposed assignee’s
specific plans to cure any and all delinquencies under this Lease which may be identified
by County, whether identified before or after the date of the proposed assignment.

(2) Prospectﬁs' Materials. County shall be provided with any materials
distributed to third parties relating to the business of the proposed assignee to be
conducted on, from or relating to the Premises,

{h) Other Information. County shall be provided with a clear description of
the terms and conditions of the proposed assignment, including a description of the
proposed use of the Premises and any proposed alterations or improvements to the
Premises. Additionally, County shall be provided with any and all other information
which it reasonably requests of Lessee to assist in its review of the proposed transaction,
including without limitation materials pertinent to the issues noted in this subsection to
the extent that they exist, such as escrow instructions, security agreements, personal
property schedules, appraisals, market reports, lien releases, UCC Statements,
preliminary title reports, management agreements affecting the Premises, contracts in
excess of $25,000 affecting the Premises, schedules of pending or threatened litigation,
and attorneys’ closing opinions relating to Lessee, the proposed assignee or the Premises.
County shall endeavor to keep the foregoing materials confidential, subject to the Public
Records Act and other Applicable Laws,

11.23.6  Nondisturbance. At the request of Lessee, County shall agree
to execute a subordination, nondisturbance and attornment agreement and a
ground lessor’s estoppel certificate on commercially reasonable terms in favor of
any Major Sublessee.

11.2.3.7 Final Documents. Prior to granting its approval over any
proposed assignment, County shall be provided with an executed Assignment and
Acceptance of Assignment in form and content as approved or supplied by the
County. Ten (10) copies of each must be submitted to County, of which five (5)
shall be signed originals and properly acknowledged.

11.2.4 County Right to Recapture, The terms and provisions of this
subsection 11.2.4 shall be applicable only on and after March 1, 2021 and continuing

during the remaining Term of the Lease. If Lessee proposes to assign its interest in this
Lease or the Premises, or proposes to enter into any Major Sublease affecting the
Premises (with either such proposed transaction herein referred to as a “Proposed
Transfer”), on or after March 1, 2021, it shall provide County with written notice of such
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desire and the sale price (“Lessee Sale Price”) at which it is willing to consummate the
Proposed Transfer. Within thirty (30) days thereafter, the County shall provide Lessee
with written notification as to whether it has elected to acquire an option to purchase the
interest subject to the Proposed Transfer. During said thirty (30) day period, Lessee may
continue to market the interest subject to the Proposed Transfer, provided that such
interest is offered subject to County’s rights as provided herein. In the event that, prior to
the expiration of said thirty (30) day period, County has given notice to Lessee that it has
elected to acquire said option, Lessee shall deliver to County an assignable option to
purchase the interest subject to the Proposed Transfer (“County Option™) at the Lessee
Sale Price. Such County Option shall have a term of five (5) calendar months. During
the term of the County Option, Lessee shall make the Premises and its books and records
reasonably available for inspection by County and third parties as reasonably requested
by County. In the event that County canses Lessee to issue the County Option and
subsequently declines to purchase the interest subject to the Proposed Transfer at the
Lessee Sale Price, County shall pay to Lessee at the expiration of the County Option
period (or, at County’s election, credit to Lessee against the next applicable installment(s)
of Annual Minimum Rent and Percentage Rent), a sum (the “County Option Price™)
which represents (i) three percent (3%) of the Lessee Sale Price, plus (ii) seven percent
(7%) interest per annum on said three percent (3%) of the Lessee Sale Price, from the
date Lessee received notice of County’s election to receive the County Option through
the date on which the County Option Price, together with interest thereon, is paid or
credited in full. If County either (a) fails to elect to cause Lessee to issue the County
Option within said thirty (30) day period or (b) gives notice that it has elected not to
acquire the interest subject to the Proposed Transfer, then during the nine (9) month
period following the later of (a) or (b), Lessee shall be entitled to enter into an agreement
to consummate the Proposed Transfer with a third party (subject to County’s approval
rights as otherwise set forth in this Lease) so long as (1) the actual price for the Proposed
Transfer is equal to or greater than the Lessee Sale Price last offered to County and upon
no more favorable material terms to the assignee, and (2) the transfer is consummated not
later than twelve (12) months after the later of (a) or (b). In the event of a proposed
Major Sublease or other permitted assignment of less than all of the Premises, County’s
election shall pertain to such portion of the Premises subject to the proposed Major
Sublease or assignment and, in the event that County elects to acquire such portion of
Lessee’s interest in the Premises, Lessee’s Annual Minimum Rent shall be proportionally
reduced and Lessee’s obligation to pay Percentage Rent shall pertain only to the amounts
derived from the portion of the Premises retained by Lessee. In the event that County
elects to recapture all or any portion of the Premises as provided herein, Lessee agrees to
execute promptly a termination agreement and such other documentation as may be
reasonably necessary to evidence the termination of this Lease, to set a termination date
and to prorate rent and other charges with respect to the termination. County’s rights
pursuant to this subsection 11.2.4 shall not apply to Financing Events or those events
identified in subsection 4.6.2 of this Lease,

11.2.5 County Credits Toward Purchase Price. In the event that County or its

assignee elects to exercise the County Option, it shall receive the following credits
toward the Lessee Sale Price: (1) the Net Proceeds Share which would be payable to
County in the event that a third party were to purchase the interest offered at the Lessee
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Sale Price and (2) an amount which represents unpaid Annual Minimum Rent,

Percentage Rent, and all other amounts payable under the Lease, if any (including a
provisional credit in an amount reasonably acceptable to County for any amounts that
may arise from an audit by County, but that have not yet been determined as of that date),
with late fees and interest as provided herein, from the end of the period most recently
subject to County audit through the date of the purchase of the interest by County. In the
case of any unpaid rental amounts that may be found to be owing to County in connection
with any uncompleted audit by County, in lieu of a provisional credit for such amounts,
Lessee may provide County with a letter of credit or other security satisfactory to County
to secure the payment of such unpaid amounts when finally determined by County.
During the term of the County Option, Lessee shall cause to be available to County all
books and records reasonably necessary in order to determine the amount of such unpaid
Annual Minimum Rent, Percentage Rent, and other amounts payable under the Lease. In
the event that County or its assignee exercises the County Option, but the transaction fails
to close due to a failure of the parties to agree upon an appropriate allowance for such
unpaid Annual Minimum Rent, Percentage Rent, and other amounts or appropriate
security for the payment thereof, then County shall have no obligation to pay or credit to
Leéssee the County Option Price. '

11.3  Terms Binding Upon Successors, Assigns and Sublessees. Except as otherwise
specifically provided for herein, each and all of the provisions, agreements, terms, covenants,
and conditions herein contained to be performed, fulfilled, observed, and kept by Lessee
hereunder shall be binding upon the heirs, executors, administrators, successors, and assigns of
Lessee, and all rights, privileges and benefits arising under this Lease in favor of Lessee shall be
available in favor of its heirs, executors, administrators, successors, and assigns.
Notwithstanding the foregoing, no assignment or subletting by or through Lessee in violation of
the provisions of this Lease shall vest any rights in any such assignee or Sublessee. Any
approved assignment of this Lease shall release the assignor of all liability arising due to actions
or omissions on or after the effective date of such assignment, provided the assignee assumes all
of such liability, including without limitation the obligation of assignee to cure any defaults and
delinquencies under this Lease and to pay County Percentage Rent and any other amounts
attributable to the period prior to the assignment, but not discovered by County or the assignee
until after the assignment; provided, further, the assignor shall not be relieved of any liability for
the payment of the Administrative Charge or the required portion of any Net Proceeds Share or
Net Refinancing Proceeds which arise upon such assignment as provided herein.

114 Family Transfers. Notwithstanding any contrary provision of this Article 11, the
County’s approval shall not be required, nor shall the County’s rights of recapture under
subsection 11.2.4 be applicable, with respect to any transfer of ownership interests in Lessee or
in constituent entities of Lessee, if such transfer is to a member of the immediate family of the
transferor (or to a trust for the benefit of a member of the immediate family of the transferor) for
estate planning purposes, whether such transfer is the result of gift, devise, intestate succession
or operation of law.

11.5  Property Management. Notwithstanding any contrary provision of this Article 11,
Lessee shall be permitted to hire one or more management companies of its choosing for
property management of the Premises and/or may conduct such property management activities
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using its own staff. Any management company hired by Lessee to petform property
management of the Premises shall at the time of such engagement (a) have at least five (5) years'
of experience in the operation and management of at least 2,000 rental apartments, without
material violations of law or discrimination, and (b) have a valid license to manage residential
dwelling units issued by the California Department of Real Estate (or its successor). To the
extent Lessee uses Lessee's own staff for property management of the Premises, Lessee’s own
staff at the time of such engagement shall have at least (i) five (5) years' of experience in the
operation and management of at least 2,000 rental apartments, without material violations of law
or discrimination, and (ii) have a valid license to manage residential dwelling units issued by the
California Department of Real Estate (or its successor).

12, ENCUMBRANCES.

12.1  Financing Events,

12.1.1 Definitions. For the purposes of this Lease, including without
limitation the provisions of Sections 4.6 through 4.8 hereof: (i) a "Financing Event" shall
mean any financing or refinancing consummated by Lessee or by the holders of
partnership interests or other direct or indirect ownership interests in Lessee (collectively,
"Ownership Interests"), whether with private or institutional investors or lenders, where
such financing or refinancing is an Encumbrance (as defined below); for purposes of
Section 12.1.2 below and Sections 4.6 through 4.8 above, a “Financing Event” shall also
include all of the foregoing actions involving the granting of a mortgage, deed of trust or
other security interest in a Major Sublease; and (ii} an "Encumbrance” shall mean any
direct or indirect grant, pledge, assignment, transfer, mortgage, hypothecation, grant of
control, grant of security interest, or other encumbrance, of or in all or any portion of (A)
Lessee's interest under this Lease and the estate so created (including without limitation a
direct or indirect assignment of Lessee's right to receive rents from subtenants) or (B)
Ownership Interests if an absolute assignment from the holder of such Ownership
Interests to the holder of the Encumbrance would have required County's consent under
this Lease, to a lender {(upon County approval of the Encumbrance and consummation
thereof, the "Encumbrance Holder") as security for a loan. The term "Encumbrance
Holder" shall also be deemed to include any and all affiliates of such Encumbrance
Holder which have succeeded by assignment or otherwise to any rights, interests or
liabilities of the Encumbrance Holder with respect to the Encumbrance, or which have
been designated by the Encumbrance Holder to exercise any rights or remedies under the
Encumbrance or to take title to the leasehold estate under this Lease or to Ownership
Interests, and such affiliates shall enjoy all of the rights and protections given to
Encumbrance Holders under this Lease. The term "Equity Encumbrance Holder" shall
mean an Encumbrance Holder holding an Encumbrance with respect to Ownership
Interests.

12.1.2 County Approval Required. Lessee may, with the prior written
consent of Director, which shall not be unreasonably withheld, and subject to any specific
conditions which may be reasonably imposed by Director, consummate one or more
Financing Event(s). Lessee shall submit to Director a preliminary loan package and
thereafter a complete set of all proposed transaction documents in connection with each
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proposed Financing Event. The preliminary loan package shall include the loan
commitment (or the so-called “loan application” if the loan commitment is styled as a
loan application).and any other documents, materials or other information reasonably
requested by Director. Lessee shall have the right, but not the obligation, to include draft
loan documents in the preliminary loan package. Director shall have sixty (60) days
(thirty (30) days for the initial construction loan for the Development Work) to grant or
withhold approval of the preliminary loan package. Director shall have sixty (60) days
(thirty (30) days for the initial construction loan for the Development Work) after receipt
of substantially complete loan documents conforming to the approved preliminary loan
package in which to grant or withhold final approval of the Financing Event; provided,
however, that if the preliminary loan package included draft loan documents then the
foregoing sixty (60) day period shall be reduced to thirty (30) days. If not approved by
Director in writing within the foregoing periods, the proposed Financing Event shall be
deemed disapproved by Director (and, if so requested in writing by Lessee), Director
shall within thirty (30) days of such request deliver to Lessee a written description of
Director's objections to said proposed Financing Event), Lessee shall reimburse County
for County's Actual Cost incurred in connection with its review of the proposed
Financing Event. One (1) copy of any and all security devices or instruments as finally
executed or recorded by the parties in connection with any approved Encumbrance shall
be filed with Director not later than seven (7) days after the effective date thereof. The
same rights and obligations set forth above in this subsection 12.1.2 shall inure to the
benefit of and shall be binding upon any holder of Ownership Interests with respect to
any proposed Financing Event involving Ownership Interests.

122  Consent Requirements In The Event of a Foreclosure Transfer.

12.2.1 Definitions. As used herein, a "Foreclosure Transfer" shall mean any
transfer of the entire leasehold estate under this Lease or of all of the Ownership Interests
in Lessee pursuant to any judicial or nonjudicial foreclosure or other enforcement of
remedies under or with respect to an Encumbrance, or by voluntary deed or other transfer
in lieu thereof. A "Foreclosure Transferee" shall mean any transferee (including without
limitation an Encumbrance Holder) which acquires title to the entire leasehold estate
under this Lease or to all of the Ownership Interests in Lessee pursuant to a Foreclosure

_ Transfer. An "Equity Foreclosure Transferee" shall mean a Foreclosure Transferee
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whose acquired interest consists of all of the Ownership Interests in Lessee.

12.2.2 Foreclosure Transfer. The consent of County shall not be required
with respect to any Foreclosure Transfer.

12.2.3 Subseguent Transfer By Encumbrance Holder. For each Foreclosure
Transfer in which the Foreclosure Transferee is an Encumbrance Holder, with respect to

a single subsequent transfer of this Lease or the Ownership Interests (as applicable) by
such Encumbrance Holder to any third party, (i) County's consent to such transfer shall
be required, but shall not be unreasonably withheld or delayed, and the scope of such
consent (notwithstanding anything in this Lease to the contrary) shall be limited to
County's confirmation (which must be reasonable) that the Lessee following such transfer
has sufficient financial capability to perform its remaining obligations under this Lease as
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they come due, along with any obligation of Lessee for which the Foreclosure Transferee
from whom its receives such transfer is released under subsection 12.3.1 below, and (ii)
such transferee (other than a transferee of Ownership Interests) shall expressly agree in
writing to assume and to perform all of the obligations under this Lease, other than
Excluded Defaults (as defined below). For clarification purposes, the right to a single
transfer under this Section shall apply to each Foreclosure Transfer in which the
Foreclosure Transferee is an Encumbrance Holder, so that there may be more than one
"single transfer” under this Section.

12.3  Effect of Foreclosure. In the event of a Foreclosure Transfer, the Encumbrance
shall forthwith give notice to County in writing of such transfer setting forth the name

and address of the Foreclosure Transferee and the effective date of such transfer, together with a
copy of the document by which such transfer was made.
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12.3.1 Any Encumbrance Holder which is a commercial bank, savings bank,
savings and loan institution, insurance company, pension fund, investment bank,
opportunity fund, mortgage conduit, real estate investment trust, commercial finance
lender or other similar financial institution which ordinarily engages in the business of
making, holding or servicing commercial real estate loans, including any affiliate thereof
(an "Institutional Lender"), shall, upon becoming a Foreclosure Transferee (other than an
Equity Foreclosure Transferee), become liable to perform the full obligations of Lessee
under this Lease (other than Excluded Defauits as defined below) accruing during its
period of ownership of the leasehold. Upon a subsequent transfer of the leasehold in
accordance with subsection 12.2.3 above, such Institutional Lender shall be automatically
released of any further liability with respect to this Lease, other than for (i) rent
payments, property tax payments, reserve account payments and other monetary
obligations under specific terms of the Lease that accrue solely during such Institutional
Lender's period of ownership of the leasehold, and (ii) Lessee’s indemnification
obligations under this Lease with respect to matters pertaining to or arising during such
Institutional Lender’s period of ownership of leasehold title.

12.3.2 Any other Foreclosure Transferee (i.e., other than an Institutional
Lender as provided in Section 12.3.1 above) shall, upon becoming a Foreclosure
Transferee (other than an Equity Foreclosure Transferee), become liable to perform the
full obligations of Lessee under this Lease {(other than Excluded Defaults), subject to
possible release of liability upon a subsequent transfer pursuant to Section 11.3 above.

12.3.3 Following any Foreclosure Transfer which is a transfer of the
leasehold interest under the Lease, County shall recognize the Foreclosure Transferee as
the Lessee under the Lease and shall not disturb its use and enjoyment of the Premises,
and the Foreclosure Transferee shall succeed to all rights of Lessee under this Lease as a
direct lease between County and such Foreclosure Transferee, provided that the
Foreclosure Transferee cures any pre-existing Event of Default other than any such pre-
existing Event of Default that (i) is an incurable non-monetary default, (ii) is a non-
monetary default that can only be cured by a prior lessee, (iii) is a2 non-monetary default
that is not reasonably susceptible of being cured by such transferee, or (iv) relates to any
obligation of a prior lessee to pay any Net Proceeds Share (collectively, “Excluded
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Defaults”), and thereafter performs the full obligations of Lessee under this Lease.
Pursuant to Section 12.3.7 below, following any Foreclosure Transfer which is a transfer
of Ownership Interests, the foregoing rights under this Section 12.3.3 shall also inure to
the benefit of the Lessee.

12,34 No Encumbrance Holder shall become liable for any of Lessee’s
obligations under this Lease unless and until such Encumbrance Holder becomes a
Foreclosure Transferee with respect to Lessee’s leasehold interest under the Lease.

12.3.5 No Foreclosure Transfer, and no single subsequent transfer by an
Encumbrance Holder following a Foreclosure Transfer pursuant to subsection 12.2.3,
shall trigger (i) any obligation to pay an Administrative Charge nor any Net Proceeds
Share, (ii) any acceleration of the Extension Fee or any other financial obligation of
Lessee under this Lease, (iii) any recapture right on the part of County, or (iv) any
termination right under this Lease. Any Foreclosure Transfer, and any single subsequent
transfer by an Encumbrance Holder following a Foreclosure Transfer pursuant to
subsection 12.2.3, shall be deemed to be excluded from the definition of "Change of
Ownership" for all purposes of this Lease. For clarification purposes, the "single
subsequent transfer" referred to above applies to each Foreclosure Transfer in which the
Foreclosure Transferee is an Encumbrance Holder (as more fully explained in Section
12.2.3), so that there may be more than one "single subsequent transfer" benefited by this
Section.

12.3.6 In the event that an Institutional Lender becomes a Foreclosure
Transferee, all obligations with respect to the construction and renovation work described
in Sections 5.1, 5.2 or 5.13 above (other than any obligations to make deposits into the
Renovation Fund) shall be tolled for a period of time, not to exceed twelve months, until
such Institutional Lender completes a subsequent transfer of its foreclosed interest in the
Lease or Ownership Interests, provided that such Institutional Lender is making
commercially reasonable and diligent efforts to market and sell its foreclosed interest,
Nothing in this Section 12.3.6 shall be construed as a limit or outside date on any cure
periods provided to Encumbrance Holders under this Lease.

12.3.7 Following a Foreclosure Transfer with respect to all of the Ownership
Interests in Lessee, (i) any and all rights, privileges and/or liability limitations afforded to
Foreclosure Transferees in this Article 12 or any other provision of this Lease shall also
be afforded to Lessee from and after such Foreclosure Transfer, to the same extent as if
the Foreclosure Transferee had acquired the leasehold interest of Lessee directly and
became the Lessee under this Lease, and (ii) if the Foreclosure Transferee was also an
Equity Encumbrance Holder, then any and all rights, privileges and/or liability limitations
afforded to Foreclosure Transferees who are Encumbrance Holders in this Article 12 or
any other provision of this Lease shall also be afforded to Lessee from and after such
Foreclosure Transfer, to the same extent as if the Foreclosure Transferee had acquired the
leasehold interest of Lessee directly and became the Lessee under this Lease,

124 No Subordination. County's rights in the Premises and this Lease, including
without limitation County's right to receive Annual Minimum Rent and Percentage Rent, shall
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not be subordinated to the rights of any Encumbrance Holder. Notwithstanding the foregoing, an
Encumbrance Holder shall have all of the rights set forth in the security instrument creating the
Encumbrance, as approved by County in accordance with subsection 12.1.2, to the extent that
such rights are not inconsistent with the terms of this Lease, including the right to commence an
action against Lessee for the appointment of a receiver and to obtain possession of the Premises
under and in accordance with the terms of said Encumbrance, provided that all obligations of
Lessee hereunder shall be kept current, including but not limited to the payment of rent and
curing of all defaults or Events of Default hereunder (other than Excluded Defaults or as
otherwise provided herein).

12.5 Modification or Termination of Lease. This Lease shall not be modified or
amended without the prior written consent in its sole discretion of each then existing
Encumbrance Holder with respect to Lessee's entire leasehold interest in this Lease or all of the
Ownership Interests in Lessee. Further, this Lease may not be surrendered or terminated (other
than in accordance with the provisions of this Article 12) without the prior written consent of
each such Encumbrance Holder in its sole discretion. No such modification, amendment,
surrender or termination without the prior written consent of each such then existing
Encumbrance Holder shall be binding on any such Encumbrance Holder or any other person who
acquires title to its foreclosed interest pursuant to a Foreclosure Transfer.

12.6  Notice and Cure Rights of Encumbrance Holders and Major Sublessees.

12.6.1 Right to Cure. Each Encumbrance Holder and Major Sublessee shall
have the right, at any time during the term of its Encumbrance or Major Sublease, as
applicable, and in accordance with the provisions of this Article 12, to do any act or thing
required of Lessee in order to prevent termination of Lessee's rights hereunder, and all
such acts or things so done hereunder shail be treated by County the same as if performed
by Lessee.

12.6.2 Notice of Default. County shall not exercise any remedy available to
it upon the occurrence of an Event of Default (other than exercising County’s self-help
remedies pursuant fo Section 13.5 or imposing the daily payment set forth in Section 10.4
in the case of emergency situations), and no such exercise shall be effective, unless it first
shall have given written notice of such default to each and every then existing Major
Sublessee and Encumbrance Holder which has notified Director in writing of its interest
in the Premises or this Lease and the addresses to which such notice should be delivered.
Such notice shall be sent simultaneously with the notice or notices to Lessee. An
Encumbrance Holder or Major Sublessee shall have the right and the power to cure the
Event of Default specified in such notice in the manner prescribed herein. If such Event
or Events of Default are so cured, this Lease shall remain in full force and effect.
Notwithstanding any contrary provision hereof, the Lender’s cure rights set forth in this
Section 12.6 shall not delay or toll the County’s right to impose the daily payment for
Lessee breaches set forth in Section 10.4.
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12.6.3 Manner of Curing Default. Events of Default may be cured by an
Encumbrance Holder or Major Sublessee in the following manner:

(a) If the Event of Default is in the payment of rental, taxes, insurance
premiums, utility charges or any other sum of money, an Encumbrance Holder or the
Major Sublessee may pay the same, together with any Late Fee or interest payable
thereon, to County or other payee within thirty five (35) days after its receipt of the
aforesaid notice of default. If, after such payment to County, Lessee pays the same or
any part thereof to County, County shall refund said payment (or portion thereof) to such
Encumbrance Holder or Major Sublessee.

(b)  If the Event of Default cannot be cured by the payment of money, but is
otherwise curable, the default may be cured by an Encumbrance Holder or Major
Sublessee as follows:

1) The Encumbrance Holder or Major Sublessee may
cure the default within sixty (60) days after the end of Lessee's cure period as
provided in Section 13.1 hereof (or, if the default involves health, safety or
sanitation issues, County may by written notice reduce such sixty (60) day period
to thirty (30) days, such 60 or 30 day period, as applicable, being referred to
herein as the "initial cure period"), provided, however, if the curing of such
default reasonably requires activity over a longer period of time, the initial cure
pertod shall be extended for such additional time as may be reasonably necessary
to cure such default, so long as the Encumbrance Holder or Major Sublessee
commences a cure within the initial cure period and thereafter continues to use
due diligence to perform whatever acts may be required to cure the particular
default. In the event Lessee commences to cure the default within Lessee's
applicable cure period and thereafter fails or ceases to pursue the cure with due
diligence, the Encumbrance Holder's and Major Sublessee's initial cure period
shall commence upon the later of the end of Lessee's cure period or the date upon
which County notifies the Encumbrance Holder and/or Major Sublessee that
Lessee has failed or ceased to cure the default with due diligence.

(2)  With respect to an Encumbrance Holder, but not a
Major Sublessee, if before the expiration of the initial cure period, said
Encumbrance Holder notifies County of its intent to commence foreclosure of its
interest, and within sixty (60) days after the mailing of said notice, said
Encumbrance Holder (i) actually commences foreclosure proceedings and
prosecutes the same thereafter with due diligence, the initial cure period shall be
extended by the time necessary to complete such foreclosure proceedings, or
(ii) if said Encumbrance Holder is prevented from commencing or continuing
foreclosure proceedings by any bankruptcy stay, or any order, judgment or decree
of any court or regulatory body of competent jurisdiction, and said Encumbrance
Holder diligently seeks release from or reversal of such stay, order, judgment or
decree, the initial cure period shall be extended by the time necessary to obtain
such release or reversal and thereafter to complete such foreclosure proceedings.
Within thirty (30) days after a Foreclosure Transfer is completed, the Foreclosure
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Transferee shall (if such default has not been cured) commence to cure, remedy or
correct the default and thereafier diligently pursue such cure until completed in
the same manner as provided in subsection (a) above. The Encumbrance Holder
shall have the right to terminate its foreclosure proceeding, and the extension of
any relevant cure period shall lapse, in the event of a cure by Lessee.

127 New Lease.

12.7.1 Obligation to Enter Into New Lease. In the event that this Lease is
terminated by reasons of bankruptcy, assignment for the benefit of creditors, insolvency
or any similar proceedings, operation of law, an Excluded Default or other event beyond
the reasonable ability of an Encumbrance Holder to cure or remedy, or if the Lease
otherwise terminates for any reason, County shall, upon the written request of any
Encumbrance Holder with respect to Lessee's entire leasehold estate under this Lease or
all of the Ownership Interests in Lessee (according to the priority described below if there
are multiple Encumbrance Holders), enter into a new lease (which shall be effective as of
the date of termination of this Lease) with the Encumbrance Holder or an affiliate thereof
for the then remaining Term of this Lease on the same terms and conditions as shall then
be contained in this Lease, provided that the Encumbrance Holder cures all then existing
monetary defaults under this Lease, and agrees to commence a cure of all then existing
non-monetary Events of Default within sixty (60) days after the new lease is entered into,
and thereafter diligently pursues such cure until completion. In no event, however, shall
the Encumbrance Holder be obligated to cure any Excluded Defaults. County shall notify
the most junior Encumbrance Holder of a termination described in this Section 12.7
within thirty (30) days after the occurrence of such termination, which notice shall state
(i) that the Lease has terminated in accordance with Section 12.7 of this Lease, and (ii)
that such Encumbrance Holder has sixty (60) days following receipt of such notice within
which to exercise its right to a new lease under this Section 12.7, or else it will lose such
right. An Encumbrance Holder's election shall be made by giving County written notice
of such election within sixty (60) days after such Encumbrance Holder has received the
above-described written notice from the County. Within a reasonable period after request
therefor, County shall execute and return to the Encumbrance Holder any and all
documents reasonably necessary to secure or evidence the Encumbrance Holder's interest
in the new lease or the Premises. From and after the effective date of the new lease, the
Encumbrance Holder (or its affiliate) shall have the same rights to a single transfer that
are provided in subsection 12.2.3 above, and shall enjoy all of the other rights and
protections that are provided to a Foreclosure Transferee in this Article 12. Any other
subsequent transfer or assignment of such new lease shall be subject to all of the
requirements of Article 11 of this Lease. If there are multiple Encumbrance Holders, this
right shall inure to the most junior Encumbrance Holder in order of priority; provided,
however, if such junior Encumbrance Holder shall accept the new lease, the priority of
each of the more senior Encumbrance Holders shall be restored in accordance with all
terms and conditions of such Encumbrances(s). If a junior Encumbrance Holder does not
elect to accept the new lease within thirty (30) days of receipt of notice from County, the
right to enter into a new lease shall be provided to the next most junior Encumbrance
Holder, under the terms and conditions described herein, until an Encumbrance Holder
either elects to accept a new lease, or no Encumbrance Holder so elects.
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12.7.2 Priority of New Lease. The new lease made pursuant to this Section
12.7 shall be prior to any mortgage or other lien, charge or encumbrance on County's fee
interest in the Premises, and any future fee mortgagee or other future holder of any lien
on the fee interest in the Premises is hereby given notice of the provisions hereof.

12.8  Holding of Funds. Any Encumbrance Holder with respect to Lessee's entire
leasehold interest in this Lease or all of the Ownership Interests in Lessee that is an Institutional
Lender shall have the right to hold and control the disbursement of (i) any insurance or
condemnation proceeds to which Lessee is entitled under this Lease and that are required by the
terms of this Lease to be applied to restoration of the improvements on the Premises (provided
that such funds shall be used for such restoration in accordance with the requirements of the
Lease), and (ii) any funds required to be held in the Renovation Fund (provided that such funds
shall be used for the purposes required by this Lease). If more than one such Encumbrance
Holder desires to exercise the foregoing right, the most senior Encumbrance Holder shall have
priority in the exercise of such right.

12.9  Participation in Certain Proceedings and Decisions. Any Encumbrance Holder
shall have the right to intervene and become a party in any arbitration, litigation, condemnation
or other proceeding affecting this Lease. Lessee's right to make any election or decision under
this Lease with respect to any condemnation settlement, insurance settlement or restoration of the
Premises following a casualty or condemnation shall be subject to the prior written approval of
each then existing Encumbrance Holder.

[2.10 Fee Mortgages and Encumbrances. Any mortgage, deed of trust or other similar
encumbrance granted by County upon its fee interest in the Premises shall be subject and
subordinate to all of the provisions of this Lease and to all Encumbrances. County shall require
each such fee encumbrance holder to confirm the same in writing (in a form reasonably approved
by each Encumbrance Holder or its title insurer) as a condition to granting such encumbrance,
although the foregoing subordination shall be automatic and self-executing whether or not such
written confirmation is obtained.

12.11 No Merger. Without the written consent of each Encumbrance Holder, the
leasehold interest created by this Lease shall not merge with the fee interest in all or any portion
of the Premises, notwithstanding that the fee and leasehold interests are held at any time by the
same person or entity.

12,12 Intentionally Omitted

12.13 Intentionally Omitied

[12.14 Supplemental Agreement With Initial Encumbrance Holders. County, Lessee,

and the initial Encumbrance Holder(s) of this Lease [i.e., (i)

(holder of an Encumbrance which encumbers Lessee's
leasehold interests under this Lease) and (ii) (holder of
an Encumbrance which encumbers all of the Ownership Interests in Lessee)], have entered into a
Ground Lessor's Consent and Agreement of substantially even date with this Lease which will be
recorded in the Official Records of Los Angeles County, containing (among other things)
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provisions that alter and supplement certain provisions of this Article 12 and other provisions of
the Lease (the "Ground Lessor's Consent and Agreement"). For so long as such initial
Encumbrances are outstanding, this Article 12 (and any other provisions of this Lease, to the
extent applicable) shall be subject to the provisions of the Ground Lessor's Consent and
Agreement, and the provisions of the Ground Lessor's Consent and Agreement shall govern in
the event of any conflicts with this Lease.]

13. DEFAULT.

13.1  Events of Default. The following are deemed to be “Events of Default”
hereunder:

13.1.1 Monetary Defaults. The failure of Lessee to pay the rentals due, or
make any other monetary payments required under this Lease (including, without
limitation, Extension Payments or deposits to the Renovation Fund or Capital Reserve
Fund), within ten (10) days after written notice that said payments are overdue. Lessee
may cure such nonpayment by paying the amount overdue, with interest thereon and the
applicable Late Fee, if any, within such ten (10) day period.

13.1.2 Maintenance of Security Deposit. The failure of Lessee to maintain
and/or replenish the Security Deposit required pursuant to Article 7 of this Lease if not
cured within five (5) days after written notice of such failure.

13.1.3 Failure to Perform Other Obligations. The failure of Lessee to keep,
perform, and observe any and all other promises, covenants, conditions and agreements
set forth in this Lease, including without limitation the obligation to maintain adequate
accounting and financial records, within thirty five (35) days after written notice of
Lessee’s failure to perform from Director; provided, however, that where Lessee’s
performance of such covenant, condition or agreement is not reasonably susceptible of
completion within such thirty five (35) day period and Lessee has in good faith
commenced and is continuing to perform the acts necessary to perform such covenant,
condition or agreement within such thirty five (35) day period, County will not exercise
any remedy available to it hereunder for so long as Lessee uses reasonable due diligence
in continuing to pursue to completion the performance such covenant, condition or
agreement and so completes performance within a reasonable time. Notwithstanding any
contrary provision of this Section 13.1.3, the proviso set forth in the immediately
preceding sentence providing for an extension of the cure period beyond thirty five (35)
days shall not be applicable to any failure of Lessee to comply with the Required
Construction Commencement Date and/or the Required Construction Completion Date
set forth in Section 5.1 above (as such dates may extended pursuant to Sections 5.6 or
5.7).

13.14 Nonuse of Premises. The abandonment, vacation, or discontinuance of
use of the Premises, or any substantial portion thereof, for a period of thirty five (35) days
after written notice by Lessor, except when prevented by Force Majeure or when closed
for renovations or repairs required or permitted to be made under this Lease.
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Any notice required to be given by County pursvant to subsections 13.1.1 through and including
13.1.3 shall be in addition to, and not in lieu of, any notice required under Section 1161 of the
California Code of Civil Procedure.

13.2  Limitation on Events of Default. Lessee shall not be considered in default as to
any provision of this Lease when such default is the result of or pursuant to, any process, order,
or decree of any court or regulatory body of competent jurisdiction, or any other circumstances
which are physically impossible to cure provided Lessee uses due diligence in pursuing whatever
 is required to obtain release from or reversal of such process, order, or decree or is attempting to
remedy such other circumstances preventing its performance.

13.3 Remedies. Upon the occurrence of an Event of Default, and subject to the rights
of any Encumbrance Holder or Major Sublessee to cure such Event of Default as provided in
Section 12.6 hereof, County shall have, in addition to any other remedies in law or equity, the
following remedies which are cumulative:

13.3.1 Terminate Lease. County may terminate this Lease by giving Lessee
written notice of termination. On the giving of the notice, all Lessee’s rights in the
Premises and in all Improvements shall terminate. Promptly after notice of termination,
Lessee shall surrender and vacate the Premises and all Improvements in broom-clean
condition, and County may re-enter and take possession of the Premises and all
remaining Improvements and, except as otherwise specifically provided in this Lease,
eject all parties in possession or eject some and not others, or eject none. Termination
under this subsection shall not relieve Lessee from the payment of any sum then due to
County or from any claim for damages against Lessee as set forth in subsection 13.4.3, or
from Lessee’s obligation to remove Improvements at County’s election in accordance
with Article 2. County agrees to use reasonable efforts to mitigate damages, and shall
permit such access to the Premises as is reasonably necessary to permit Lessee to comply
with its removal obligations.

13.3.2 Keep Lease in Effect. Without terminating this Lease, so long as
County does not deprive Lessee of legal possession of the Premises and allows Lessee to
assign or sublet subject only to County’s rights set forth herein, County may continue this
Lease in effect and bring suit from time to time for rent and other sums due, and for
Lessee’s breach of other covenants and agreements herein. No act by or on behalf of
County under this provision shall constitute a termination of this Lease unless County
gives Lessee written notice of termination. It is the intention of the parties to incorporate
the provisions of California Civil Code Section 1951.4 by means of this provision.

1333 Termination Following Continuance. Even though it may have kept
this Lease in effect pursuant to subsection 13.3.2, thereafter County may elect to
terminate this Lease and all of Lessee’s rights in or to the Premises unless prior to such
termination Lessee shall have cured the Event of Default or shall have satisfied the
provisions of Section 13.2, hereof. County agrees to use reasonable efforts to mitigate
damages.
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13.4  Damages. Should County elect to terminate this Lease under the provisions of the
foregoing Section, County shall be entitled to recover from Lessee as damages:

13.4.1 Unpaid Rent. The worth, at the time of the award, of the unpaid rent
that had been earned at the time of termination of this Lease;

13.4.2 Post-Termination Rent. The worth, at the time of the award, of the
unpaid rent that would have been earned under this Lease after the date of termination of
this Lease until the date Lessee surrenders possession of the Premises to County; and

13.4.3 Other Amounts. The amounts necessary to compensate County for the
sums and other obligations which under the terms of this Lease become due prior to,
upon or as a result of the expiration of the Term or sooner termination of this Lease,
including without limitation, those amounts of unpaid taxes, insurance premiums and
utilities for the time preceding surrender of possession, the cost of removal of rubble,
debris and other above-ground Improvements, attorney’s fees, court costs, and unpaid
Administrative Charges, Net Proceeds Shares and Net Refinancing Proceeds.

13.5  Others’ Right to Cure Lessee’s Defauli. County (and any Encumbrance Holder or
Major Sublessee, as provided in the last sentence of this section), at any time after Lessee’s
failure to perform any covenant, condition or agreement contained herein beyond any applicable
notice and cure period, may cure such failure at Lessee’s cost and expense. If, after delivering to
Lessee two (2) or more written notices with respect to any such default, County at any time, by
reason of Lessee’s continuing failure, pays or expends any sum, Lessee shall immediately pay to
County the lesser of the following amounts: (1) twice the amount expended by County to cure
such default and (2) the amount expended by County to cure such default, plus one thousand
dollars ($1,000). To the extent practicable, County shall give any Encumbrance Holders or
Major Sublessees the reasonable opportunity to cure Lessee’s default prior to County’s
expenditure of any amounts thereon.

13.6  Default by County. County shall be in default in the performance of any
obligation required to be performed by County under this Lease if County has failed to perform
such obligation within thirty (30) days after the receipt of notice from Lessee specifying in detail
County’s failure to perform; provided, however, that if the nature of County’s obligation is such
that more than thirty (30) days are required for its performance, County shall not be deemed in
default if it shall commence such performance within thirty (30) days and thereafter ditigently
pursues the same to completion. Lessee shall have no rights as a result of any default by County
until Lessee gives thirty (30) days notice to any person having a recorded interest pertaining to
County’s interest in this Lease or the Premises. Such person shall then have the right to cure
such default, and County shall not be deemed in default if such person cures such default within
thirty (30) days after receipt of notice of the default, or such longer time as may be reasonably
necessary to cure the default. Notwithstanding anything to the contrary in this Lease, County’s
liability to Lessee for damages arising out of or in connection with County’s breach of any
provision or provisions of this Lease shall not exceed the value of County’s equity interest in the
Premises and its right to insurance proceeds in connection with the policies required under
Article 9 hereof.
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14. ACCOUNTING.

14.1  Maintenance of Records and Accounting Method. In order to determine the
amount of and provide for the payment of the Annual Minimum Rent, Percentage Rent,

Administrative Charge, Net Proceeds Share, Net Refinancing Proceeds and other sums due under
this Lease, Lessee and all Sublessees shall at all times during the Term of this Lease, and for
thirty six (36) months thereafter, keep, or cause to be kept, locally, to the reasonable satisfaction
of Director, true, accurate, and complete records and double-entry books of account for the
current and five (5) prior Accounting Years, such records to show all transactions relative to the
conduct of operations, and to be supported by data of original entry. Such records shall detail
transactions conducted on or from the Premises separate and apart from those in connection with
Lessee’s (or sublessee’s or licensee’s, as appropriate) other business operations, if any. With
respect to the calculation of Gross Receipts and the preparation of the reports and maintenance of
records required herein, Lessee shall utilize either: (i) the accrual method of accounting, or (ii) a
modified accrual method of accounting, modified in that (A) delinquent rents due from
individual tenants (but not corporate tenants) is not accrued, (B) expenses are accrued on an
approximate basis (i.e., materiality) each month during the fiscal year with full accrual treatment
for the full fiscal year financial statements, and (C) depreciation is calculated on a tax basis
rather than a GAAP basis.

142 Cash Registers. To the extent retail sales are conducted on the Premises, or other
cash or credit sales of goods or services are conducted, all such sales shall be recorded by means
of cash registers or computers which automatically issue a customer’s receipt or certify the
amount recorded in a sales slip. Said cash registers shall in all cases have locked-in sales totals
and transaction counters which are constantly accumulating and which cannot, in either case, be
reset, and in addition thereto, a tape (or other equivalent security mechanism) located within the
register on which transaction numbers and sales details are imprinted. Beginning and ending
cash register readings shall be made a matter of daily record.

Lessee shall cause to be implemented point of sale systems which can accurately
verify all sales for audit purposes and customer review purposes, which system shall be
submitted to the Director in advance of installation for his approval, which approval will not be
unreasonably withheld or delayed.

Lessee’s obligations set forth in this Section 14.2 include Lessee’s obligation to
insure that Lessee’s sublessees, licensees, permittees, concessionaires and any other occupants of
any portion of the Premises keep records sufficient to permit County and County’s auditors to
determine the proper levels of Annual Minimum Rent, Percentage Rent, Administrative Charge,
Net Proceeds Share, Net Refinancing Proceeds and other sums due under this Lease.

14.3  Statement; Payment. No later than the fifteenth (15th) day of each calendar
month, Lessee shall render to County a detailed statement showing Gross Receipts during the
preceding calendar month, together with its calculation of the amount payable to County under
Sections 4.2 through 4.8 inclusive, and shall accompany same with remittance of amount so
shown to be due.
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14.4  Availability of Records for Inspector’s Audit. Books of account and records for
the then current and five (5) prior Accounting Years as hereinabove required shall be kept or
made available at the Premises or at another location within Los Angeles County, and County
and other governmental authorities shall have the right at any reasonable times and on reasonable
prior notice to examine and audit said books and records, without restriction, for the purpose of
determining the accuracy thereof and of the monthly statements of Gross Receipts derived from
occupancy of the Premises and the compliance of Lessee with the terms of this Lease and other
governmental requirements. This Section 4.4 shall survive the expiration of the Term or other
termination of this Lease for thirty six (36) months after such expiration or termination.

14.4.1 Entry by County. Upon at least one (1) business day advance notice,
County and its duly authorized representatives or agents may enter upon the Premises at
any and all reasonable times during the Term of this Lease for the purpose of determining
whether or not Lessee is complying with the terms and conditions hereof, or for any other
purpose incidental to the rights of County.

14.5 Cost of Audit. In the event that, for any reason, Lessee does not make available
its (or its sublessee’s or licensee’s) original records and books of account at the Premises or at a
location within Los Angeles County, Lessee agrees to pay all expenses incurred by County in
conducting any audit at the location where said records and books of account are maintained. In
the event that any audit discloses a discrepancy in County’s favor of greater than two percent
(2%) of the revenue due County for the period audited, then Lessee shall pay County audit
contract costs, together with the amount of any identified deficiency, with interest thereon and
Late Fee provided by Section 4.5. :

14.6  Additional Accounting Methods. Upon written notice from County, County may
require the installation of any additional accounting methods or machines which are typically
used by major residential management companies and which County reasonably deems
necessary if the system then being used by Lessee does not adequately verify sales for audit or
custotner receipt purposes.

147 Accounting Year. The term “Accounting Year” as used herein shall mean each
calendar year during the Term.

14.8  Annual Financial Statements. Within six (6) months after the end of each
Accounting Year, Lessee shall deliver to County the following financial statements: (i) a
balance sheet of Lessee as of the end of such Accounting Year, certified by Lessee’s chief
financial officer as accurately reflecting Lessee’s assets and liabilities, which balance sheet shall
not be required to be audited, provided that at County’s request not more often than every two
years, such balance sheet shall be audited by a Certified Public Accountant who is a member of
the American Institute of Certified Public Accountants and is satisfactory to County (a
“Qualified CPA™); (ii) a profit and loss statement of Lessee for such Accounting Year, audited
and certified by a Qualified CPA; and (iii) a Gross Receipts and Percentage Rent statement for
such Accounting Year, audited and certified by a Qualified CPA, which statement shall include a
certification and unqualified opinion of such Qualified CPA (1) concerning Lessee’s Gross
Receipts (including a breakdown by category), and (2) that the correct amount of Percentage
Rent has been paid to the County in connection with such Gross Receipts. All financial
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statements prepared by or on behalf of Lessee shall be prepared in a manner that permits County
to determine the financial results of operations in connection with Lessee’s activities at, from or
relating to the Premises, notwithstanding that Lessee may have income and expenses from other
activities unrelated to its activities on the Premises.

149  Accounting Obligations of Sublessees. Lessee shall cause all sublessees,
licensees, concessionaires and others conducting business operations on or from the Premises to
comply with all terms of this Article 14 with respect to the maintenance, form, availability and
methodology of accounting records and the delivery to County of audited certified financial
statements and unqualified opinions as to Gross Receipts. County shall provide written notice to
Lessee of the failure of any sublessee, concessionaire or other person to comply with this
subsection after County’s discovery of such failure, and provide Lessee with the right to cure any
failure to so comply by payment to County of amounts which may be owing to County, as shown
on an audit conducted by County, or on an audit supplied by Lessee or such sublessee,
concessionaire or other person and accepted by County, or as otherwise determined pursuant to
Section 14.10. In such event County shall permit Lessee to subrogate to any right of County to
enforce this provision against such sublessee, concessionaire or other person, to the extent
Lessee does not have a direct right of enforcement against sublessee, concessionaire or other
person.

14.10 Inadequacy of Records. In the event that Lessee or its sublessees, licensees or
concessionaires, as appropriate, fails to keep the records required by this Article 14 such that a
Certified Public Accountant is unable to issue an unqualified opinion as to Gross Receipts, such
failure shall be deemed a breach of this Lease by Lessee. 1n addition to the other remedies
available to County at law or equity as a result of such breach, County may prepare a calculation
of the Percentage Rent payable by Lessee during the period in which the accounting records
were inadequately maintained. Such calculation may be based on the past Gross Receipts levels
on or from the Premises, the past or present level of Gross Receipts experienced by tenants of
comparable leaseholds in Marina del Rey with comparable business operations, or any other
method as reasonably determined by Director and shall utilize such methodology as Director
deems reasonable. Within five (5) days after receipt of County’s determination of Percentage
Rent due, if any, Lessee shall pay such Percentage Rent, together with a late fee of six percent
(6%) and interest to the date of payment at the Applicable Rate from the date upon which each
unpaid installment of Percentage Rent was due, together with County’s Actual Cost in
connection with the attempted audit of the inadequate records and the reconstruction and
estimation of Gross Receipts and the calculation of Percentage Rent due.

15. MISCELLANEOUS.

15.1  Quiet Enjoyment. Lessee, upon performing its obligations hereunder, shall have
the quiet and undisturbed possession of the Premises throughout the Term of this Lease, subject,
however, to the terms and conditions of this Lease.

15.2 Time is of the Essence. Except as specifically otherwise provided for in this
Lease, time is of the essence of this Lease and applies to all times, restrictions, conditions, and
limitations contained herein,
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15.3  County Costs. Lessee shall promptly reimburse County for the Actual Costs
incurred by County in the review, negotiation, preparation and documentation of this Lease and
the term sheets and memoranda that preceded it. The parties acknowledge that Lessee has paid
all Actual Costs incurred by County through , and has on deposit with
County the sum of § toward costs incurred after . County
shall deliver to Lessee a report detailing such expenditures (along with invoice summaries or
other supporting documentation) within ninety (90) days after the Effective Date.

154 County Disclosure and Lessee’s Waiver.

15.4.1 Disclosures and Waiver.

15.4.1.1 “ASIS”, Lessee accepts the Premises in their present
condition notwithstanding the fact that there may be certain defects in the
Premises, whether or not known to either party to this Lease, at the time of the
execution of this Lease by Lessee and Lessee hereby represents that it has
performed all investigations necessary, including without limitation soils and
engineering inspections, in connection with its acceptance of the Premises “AS
IS™.

154.1.2 Lessee acknowledges that it may incur additional engineering
and construction costs above and beyond those contemplated by either party to
this Lease at the time of the execution hereof and Lessee agrees that, it will make
no demands upon County for any construction, alterations, or any kind of labor
that may be necessitated in connection therewith.

154.1.3  Lessee hereby waives, withdraws, releases, and relinquishes
any and all claims, suits, causes of action (other than a right to terminate as
otherwise provided in this Lease), rights of rescission, or charges against County,
its officers, agents, employees or volunteers which Lessee now has or may have
or asserts in the future which are based upon any defects in the physical condition
of the Premises and the soil thereon and thereunder, regardless of whether or not
said conditions were known at the time of the execution of this instrument. The
waiver and release set forth in this subsection 15.4.1.3 shall not apply to the
Excluded Conditions.

15.4.1.4 California Civil Code Section 1542 provides as follows:

A GENERAL RELEASE DOES NOT EXTEND TO
CLAIMS WHICH THE CREDITOR DOES NOT KNOW
OR SUSPECT TO EXIST IN HIS FAVOR AT THE TIME
OF EXECUTING THE RELEASE, WHICH IF KNOWN
BY HIM MUST HAVE MATERIALLY AFFECTED HIS
SETTLEMENT WITH THE DEBTOR.

By initialing this paragraph, Lessee acknowledges that it has read, is familiar

with, and waives the provisions of California Civil Code §1542 set forth above,
and agrees to all of the provisions of subsection 15.4.1.3 above.
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Lessee’s Initials

15.4.2 Right of Offset. Lessee acknowledges that the rent provided for in this
Lease has been agreed upon in light of Lessee’s construction, maintenance and repair
obligations set forth herein, and, notwithstanding anything to the contrary provided in this
Lease or by applicable law, Lessee hereby waives any and all rights, if any, to make
repairs at the expense of County and to deduct or offset the cost thereof from the Annual
Minimum Rent, Monthly Minimum Rent, Percentage Rent or any other sums due County
hereunder.

15.5 Holding Over. If Lessee holds over after the expiration of the Term for any
cause, with or without the express or implied consent of County, such holding over shall be
deemed to be a tenancy from month-to-month only, and shall not constitute a renewal or
extension of the Term. During any such holdover period, the Minimum Monthly Rent and
Percentage Rent in effect at the end of the Term shall be increased to one hundred twenty five
percent (125%) of such previously effective amounts. Such holdover shall otherwise be subject
to the same terms, conditions, restrictions and provisions as herein contained. Such holding over
shall include any time employed by Lessee to remove machines, appliances and other equipment
during the time periods herein provided for such removal.

Nothing contained herein shall be construed as consent by County to any holding
over by Lessee, and County expressly reserves the right to require Lessee to surrender possession
of the Premises to County as provided in this Lease upon the expiration or other termination of
this Lease. The provisions of this Section 15.5 shall not be deemed to limit or constitute a
waiver of any other rights or remedies of County provided at law or in equity. If Lessee fails to
surrender the Premises upon the termination or expiration of this Lease, in addition to any other
liabilities to County accruing therefrom, Lessee shall protect, defend, indemnify and hold County
harmless from all losses, costs (including reasonable attorneys’ fees), damages, claims and
liabilities resulting from such failure, including, without limitation, any claims made by any
succeeding tenant arising from such failure to surrender, and any lost profits to County resulting
therefrom, provided that County notifies Lessee that Lessee’s failure to timely surrender the
Premises will cause County to incur such lost profits.

15.6  Waiver of Conditions or Covenants. Except as stated in writing by the waiving
party, any waiver by either party of any breach of any one or more of the covenants, conditions,
terms, and agreements of this Lease shall not be construed to be a waiver of any subsequent or
other breach of the same or of any other covenant, condition, term, or agreement of this Lease,
nor shall failure on the part of either party to require exact full and complete compliance with
any of the covenants, conditions, terms, or agreements of this Lease be construed as in any
manner changing the terms hereof or estopping that party from enforcing the full provisions
hereof, nor shall the terms of this Lease be changed or altered in any manner whatsoever other
than by written agreement of County and Lessee. No delay, failure, or omission of County to re-
enter the Premises or of either party to exercise any right, power, privilege, or option, arising
from any default, nor any subsequent acceptance of rent then or thereafter accrued shall impair
any such right, power, privilege, or option or be construed as a waiver of or acquiescence in such
default or as a relinquishment of any right. No notice to Lessee shall be required to restore or
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revive “time of the essence” after the waiver by County of any default. Except as specifically
provided in this Lease, no option, right, power, remedy, or privilege of either party shall be
construed as being exhausted by the exercise thereof in one or more instances.

157 Remedies Cumulative. The rights, powers, options, and remedies given County
by this agreement shall be cumulative except as otherwise specifically provided for in this Lease.

15.8  Authorized Right of Entry. In any and all cases in which provision is made herein
for termination of this Lease, or for exercise by County of right of entry or re-entry upon the
Premises in the case of an Event of Default, or in case of abandonment or vacation of the
Premises by Lessee, Lessee hereby irrevocably authorizes County to enter upon the Premises and
remove any and all persons and property whatsoever situated upon the Premises and place all or
any portion of said property, except such property as may be forfeited to County, in storage for
the account of and at the expense of Lessee,

Except to the extent arising out of or caused by the gross negligence or willful
misconduct of County, Lessee agrees to indemnify, defend and save harmless County from any
cost, expense, loss or damage arising out of or caused by any such entry or re-entry upon the
Premises in the case of an Event of Default, including the removal of persons and property and
storage of such property by County and its agents.

15.9  Place of Payment and Filing. All rentals shall be paid to and all statements and
reports herein required and other items deliverable to County hereunder shatl be filed with or
delivered to the Department. Checks, drafts, letiers of credit and money orders shall be made
payable to the County of Los Angeles.

15.10 Service of Written Notice or Process. Any notice required to be sent under this
Lease shall be in compliance with and subject to this Section 15.10. If Lessee is not a resident of
the State of California, or i an association or partnership without a member or partner resident
of said State, or is a foreign corporation, Lessee shall file with Director a designation of a natural !
person residing in the County of Los Angeles, State of California, or a service company, such as
CT Corporation, which is authorized to accept service, giving his or its name, residence, and
business address, as the agent of Lessee for the service of process in any court action between
Lessee and County, arising out of or based upon this Lease, and the delivery to such agent of
written notice or a copy of any process in such action shall constitute a valid service upon
Lessee.

If for any reason service of such process upon such agent is not possible, then any t
officer of Lessee may be personally served with such process outside of the State of California
and such service shall constitute valid service upon Lessee; and it is further expressly agreed that
Lessee is amenable to such process and submits to the jurisdiction of the court so acquired and
waives any and all objection and protest thereto.

Written notice addressed to Lessee at the addresses below-described, or to such
other address that Lessee may in writing file with Director, shall be deemed sufficient if said
notice is delivered personally, by telecopy or facsimile transmission or, provided in all cases
there is a return receipt requested (or other similar evidence of delivery by overnight delivery
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service) and postage or other delivery charges prepaid, by registered or certified mail posted in
the County of Los Angeles, California, Federal Express or DHL, or such other services as Lessee
and County may mutually agree upon from time to time. Each notice shall be deemed received
and the time period for which a response to any such notice must be given or any action taken
with respect thereto (including cure of any prospective Event of Default) shall commence to run
from the date of actual receipt of the notice by the addressee thereof in the case of personal
delivery, telecopy or facsimile transmission if before 5:00 p.m. on regular business days, or upon
the expiration of the third (3rd) business day after such notice is sent from within Los Angeles
County in the case of such registered or certified mail as authorized in this Section.

Copies of any written notice to Lessee shall also be simultaneously mailed to any
Encumbrance Holder, Major Sublessee or encumbrancer of such Major Sublessee of which
County has been given written notice and an address for service. Notice given to Lessee as
provided for herein shall be effective as to Lessee notwithstanding the failure to send a copy to
such Encumbrance Holder, Major Sublessee or encumbrancer.

i As of the date of execution hereof, the persons authorized to receive notice on
behalf of County and Lessee are as follows:

COUNTY: Director
Department of Beaches and Harbors
Los Angeles County
13837 Fiji Way )
Marina del Rey, California 90292
Phone: 310/305-9522
Fax: 310/821-6345

With a Copy to: Office of County Counseli
Los Angeles County
500 West Temple Street

Los Angeles, California 90012
Attn: County Counsel

Phone: 213/974-1801

Fax: 213/617-7182

LESSEE: Legacy Partners Neptune Marina L.P.
30 Executive Park, Suite 100
Irvine, California 92614
Atftention: Dennis Cavallari
Phone:; 949/930-6600
Fax: 949/833-3062

With a Copy to: Cox, Castle & Nicholson LLP
2049 Century Park East
28th Floor

Los Angeles, California 90067
Attention; IraJ. Waldman, Esq.
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Phone: 310/277-4222
Fax: 310/277-7889

Either party shall have the right to change its notice address by written notice to the other party
of such change in accordance with the provisions of this Section 15.10.

15.11 Interest. In any situation where County has advanced sums on behalf of Lessee
pursuant to this Lease, such sums shall be due and payable within five (5) days after Lessee’s
receipt of written demand, together with interest at the Applicable Rate (unless another rate is
specifically provided herein) from the date such sums were first advanced, until the time
payment is received. In the event that Lessee repays sums advanced by County on Lessee’s
behalf with interest in excess of the maximum rate permitted by Applicable Laws, County shall
either refund such excess payment or credit it against subsequent installments of Annual
Minimum Rent and Percentage Rent.

15.12 Captions. The captions contained in this Lease are for informational purposes
only, and are not to be used to interpret or explain the particular provisions of this Lease.

15.13 Attorneys’ Fees. In the event of any action, proceeding or arbitration arising out
of or in connection with this Lease, whether or not pursued to judgment, the prevailing party
shall be entitled, in addition to all other relief, to recover its costs and reasonable attorneys’ fees,
including without limitation reasonable attorneys’ fees for County Counsel’s services where
County is represented by the County Counsel and is the prevailing party, and also including all
fees, costs and expenses incurred in executing, perfecting, enforcing and collecting any
Jjudgment.

15.14 Amendments. This Lease may only be amended in writing executed by duly
authorized officials of Lessee and County. Notwithstanding the foregoing, Director shall have
the power to execute such amendments to this Lease as are necessary to implement any
arbitration judgment issued pursuant to this Lease, No amendment, other than one implemented
through an arbitration judgment, shall be binding upon an Encumbrance Holder as to which
County has been notified in writing, unless the consent of such Encumbrance Holder is obtained
with respect to such amendment.

15.15 Time For Director Approvals. Except where a different time period is specifically
provided for in this Lease, whenever in this Lease the approval of Director is required, approval
shall be deemed not given unless within thirty (30) days afier the date of the receipt of the
written request for approval from Lessee, Director either (a) approves such request in writing, or
(b) notifies Lessee that it is not reasonably possible to complete such review within the thirty
(30)-day period, provides a final date for approval or disapproval by Director (the “Extended
Time™) and approves such request in writing prior to such Extended Time. If Director does not
approve such request in writing within such Extended Time, the request shall be deemed to be
disapproved.

15.16 Time For County Action. Notwithstanding anything to the contrary contained in
this Lease, wherever Director determines that a County action required hereunder necessitates
approval from or a vote of one or more of County’s boards or commissions or County’s Board of
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Supervisors, the time period for County performance of such action shall be extended as is
reasonably necessary in order to secure such approval or vote, and County shall not be deemed to
be in default hereunder in the event that it fails to perform such action within the time periods
otherwise set forth herein.

15.17 Estoppel Certificates. Each party agrees to execute, within ten (10) business days
after the receipt of a written request therefor from the other party, a certificate stating: (i) that this
Lease is in full force and effect and is unmodified (or stating otherwise, if true); (ii) that, to the
best knowledge of such party, the other party is not then in default under the terms of this Lease
(or stating the grounds for default if such be the case); and (iii) if requested, the amount of the
Security Deposit, Annual Minimum Rent, Percentage Rent and other material economic terms
and conditions of this Lease. Prospective purchasers, Major Sublessees and lenders may rely on
such statements,

15.18 Indemnity Obligations. Whenever in this Lease there is an obligation to
indemnify, hold harmless and/or defend, irrespective of whether or not the obligation so
specifies, it shall include the obligation to defend and pay reasonable attorney’s fees, reasonable
expert fees and court costs.

15.19 Waterfront Promenade. Lessee shall develop a continuous pedestrian walkway
with landscaping, lighting, seating, fencing and other improvements (the “Promenade”) as
described in Exhibit D. Lessee shall complete the foregoing work by the Required Construction
Completion Date (as such date may be extended as provided in Article 5 above), subject to
extension for delays in such completion of the Promenade caused by Force Majeure. No Force
Majeure delay shall commence until after Lessee has notified County of the existence of such
Force Majeure event. Lessee and Director shall discuss and attempt to agree on the length of any
such delay. If they are unable to agree within thirty (30) days after the event or occurrence
giving rise to Lessee’s claim to such delay, the matter shall be arbitrated as set forth in Article
16. The facilities to be constructed under this Section 15.19 shall be constructed in accordance
with the provisions of Article 5. County hereby reserves a public easement for access over and
use of the Promenade for fire lane uses, pedestrian purposes and such other related uses
(including, if approved by County bicycling, rollerblading and the like) as may be established by
the County from time to time, all in accordance with such rules and regulations as are
promulgated from time to time by the County regulating such public use. Such public easement
shall also include the right to use at least one set of the restrooms marked on Exhibit D for public
use. Lessee shall be responsible for the maintenance and repair of the Promenade in accordance
with commercially reasonable maintenance and repair standards for the Promenade established
by the County from time to time on a nondiscriminatory basis. The exact legal description of the
Premises encumbered by the public easement reserved herein shall be established based upon the
final as-built drawings for the Promenade to be delivered by Lessee upon the completion thereof
in accordance with the terms and provisions of Article 5 of this Lease. At the request of either
party such legal description shall be recorded in the Official Records of the County as a
supplement to this Lease.

15.20 Controlled Prices. Lessee shall at all times maintain a complete list or schedule of
the prices charged for all goods or services, or combinations thereof, supplied to the public on or
from the Premises, whether the same are supplied by Lessee or by its Sublessees, assignees,
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concessionaires, permittees or licensees. Said prices shall be fair and reasonable, based upon the
following two (2) considerations: first, that the property herein demised is intended to serve a
public use and to provide needed facilities to the public at fair and reasonable cost; and second,
that Lessee is entitled to a fair and reasonable return upon his investment pursuant to this Lease.
In the event that Director notifies Lessee that any of said prices are not fair and reasonable,
Lessee shall have the right to confer with Director and to justify said prices. If, after reasonable
conference and consultation, Director shall determine that any of said prices are not fair and
reasonable, the same shall be modified by Lessee or its Sublessees, assignees, concessionaires,
permittees or licensees, as directed. Lessee may appeal the determination of Director to the
Board, whose decision shall be final and conclusive. Pending such appeal, the prices fixed by
Director shall be the maximum charged by Lessee.

16. ARBITRATION.

Except as otherwise provided by this Article 16, disputed matters which may be
arbitrated pursuant to this Lease shall be settled by binding arbitration in accordance with the
then existing provisions of the California Arbitration Act, which as of the date hereof is
contained in Title 9 of Part I1I of the California Code of Civil Procedure, commencing with
Section 1280.

(a) Either party (the “Initiating Party’) may initiate the arbitration process by
sending written notice (“Request for Arbitration”) to the other party (the “Responding
Party”) requesting initiation of the arbitration process and setting forth a brief description
of the dispute or disputes to be resolved and the contention(s) of the Initiating Party.
Within ten (10) days after service of the Request for Arbitration, the Responding Party
shall file 2 “Response™ setting forth the Responding Party’s description of the dispute and
the contention(s) of Responding Party. If Responding Party has any “Additional
Disputes” he shall follow the format described for the Initiating Party. The Initiating
Party will respond within ten (10) days after service of the Additional Disputes setting
forth Initiating Party’s description of the Additional Disputes and contentions regarding
the Additional Disputes.

{b)  Notwithstanding anything to the contrary which may now or hereafter be
contained in the California Arbitration Act, the parties agree that the following provisions
shall apply to any and all arbitration proceedings conducted pursuant to this Lease:

16.1 Selection of Arbitrator. The parties shall attempt to agree upon an arbitrator who
shall decide the matter. If, for any reason, the parties are unable to agree upon the arbitrator
within ten (10) days of the date the Initiating Party serves a request for arbitration on the
Responding Party, then at any time on or after such date either party may petition for the
appointment of the arbitrator as provided in California Code of Civil Procedure Section 1281.6.

16,2  Arbitrator. The arbitrator shall be a retired judge of the California Superior Court,
Court of Appeal or Supreme Court, or any United States District Court or Court of Appeals
located within the State, who has agreed to resolve civil disputes.
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16.3  Scope of Arbitration. County and Lessee affirm that the mutual objective of such
arbitration’is to resolve the dispute as expeditiously as possible. The arbitration process shall not
apply or be used to determine issues other than (i) those presented to the arbitrator by the
Initiating Party provided those disputes are arbitrable disputes pursuant to this Lease, (ii)
Additional Disputes presented to the arbitrator by the Responding Party, provided that any such
Additional Disputes constitute arbitrable disputes pursuant to this Lease and (iii) such related
preliminary or procedural issues as are necessary to resolve (i) and/or (ii) above. The arbitrator
shall render an award. Either party may, at its sole cost and expense, request a statement of
decision explaining the arbitrator’s reasoning which shall be in such detail as the arbitrator may
determine. Unless otherwise expressly agreed by the parties in writing, the award shall be made
by the arbitrator no later than the sooner of six (6) months after the date on which the arbitrator is
selected by mutual agreement or court order, whichever is applicable, or five (5) months after the
date of a denial of a petition to disqualify a potential arbitrator for cause. County and Lessee
hereby instruct the arbitrator to take any and all actions deemed reasonably necessary,
appropriate or prudent to ensure the issuance of an award within such period. Notwithstanding
the foregoing, failure to complete the arbitration process within such period shall not render such
arbitration or any determination made therein void or voidable; however, at any time after the
expiration of the foregoing five (5) or six (6) month periods, as applicable, either party may
deliver written notice to the arbitrator and the other party either terminating the arbitration or
declaring such party’s intent to terminate the arbitration if the award is not issued within a
specified number of days after delivery of such notice. If the arbitrator’s award is not issued
prior to the expiration of said specified period, the arbitration shall be terminated and the parties
shall recommence arbitration proceedings pursuant to this Article 16.

16.4 Immunity, The parties hereto agree that the arbitrator shall have the immunity of
a judicial officer from civil liability when acting in the capacity of arbitrator pursuant to this
Lease.

16.5 Section 1282.2. The provisions of Code of Civil Procedure § 1282.2 shall apply 4
to the arbitration proceedings except to the extent they are inconsistent with the following:

) Unless the parties otherwise agree, the arbitrator shall appoint a time and
place for the hearing and shall cause notice thereof to be served as provided in said §
1282.2 not less than ninety (90) days before the hearing, regardless of the aggregate
amount in controversy.

(2)  No later than sixty (60) days prior to the date set for the hearing (unless,
upon a showing of good cause by either party, the arbitrator establishes a different
period), in lieu of the exchange and inspection authorized by Code of Civil Procedure §
1282.2(a)(2)(A), (B) and (C), the parties shall simultaneously exchange the following
documents by personal delivery to each other and to the arbitrator:

(a) a written Statement of Position, as further defined below, setting forth in
detail that party’s final position regarding the matter in dispute and specific numerical
proposal for resolution of monetary disputes;
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(b)  alist of witnesses each party intends to call at the hearing, designating
which witnesses will be called as expert witnesses and a summary of each witness’s
testimony;

©) a list of the documents each intends to introduce at the hearing, together
with complete and correct copies of all of such documents; and,

(d) if the issue involves Fair Market Rental Value or a valuation matter, a list
of all Written Appraisal Evidence (as defined below) each intends to introduce at the
hearing, together with complete and correct copies of all of such Written Appraisal
Evidence.

(3)  No later than twenty (20) days prior to the date set for the hearing, each
party may file a reply to the other party’s Statement of Position (“Reply”). The Reply
shall contain the following information:

(a) a written statement, to be limited to that party’s rebuttal to the matters set
forth in the other party’s Statement of Position;

{b)  alist of witnesses each party intends to call at the hearing to rebut the
evidence to be presented by the other party, designating which witnesses will be called as
expert witnesses;

(c) a list of the documents each intends to introduce at the hearing to rebut the
evidence to be presented by the other party, together with complete and correct copies of
all of such documents (unless, upon a showing of good cause by either party, the
arbitrator establishes a different deadline for delivering true and correct copies of such
documents);

(d) if the issue involves Fair Market Rental Value or a valuation matter, a list
of all Written Appraisal Evidence, or written critiques of the other party’s Written
Appraisal Evidence if any, each intends to introduce at the hearing to rebut the evidence
presented by the other party, together with complete and correct copies of all of such
Wrilten Appraisal Evidence (unless, upon a showing of good cause by either party, the
arbitrator establishes a different deadline for delivering true and correct copies of such
Written Appraisal Evidence); and

(e)  Witnesses or documents to be used solely for impeachment of a witness
need not be identified or produced.

(4)  The arbitrator is not bound by the rules of evidence, but may not consider
any evidence not presented at the hearing. The arbitrator may exclude evidence for any
reason a court may exclude evidence or as provided in this Lease.

16.6  Statements of Position. The Statement of Position to be delivered by Section 16.5

shall comply with the following requirements:
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(1)  Where the dispute involves rent to be charged, market values, insurance
levels or other monetary amounts, the Statements of Position shall numerically set forth
the existing minimum rent, percentage rent, market value, insurance level and/or other

- monetary amounts in dispute, the party’s proposed new minimum rent, percentage rent,
market value, insurance level and/or other monetary amounts, and shall additionally set
forth the facts supporting such party’s position.

(2)  If the dispute relates to Improvement Costs, the Statements of Position
shall set forth the facts supporting such party’s position and the amount of each cost
which the party believes should be allowed or disallowed.

16.7 Written Appraisal Evidence. Neither party may, at any time during the
proceedings, introduce any written report which expresses an opinion regarding Fair Market
Rental Value or the fair market value of the Premises, or any portion thereof, (“Written
Appraisal Evidence™) unless such Written Appraisal Evidence substantially complies with the
following standards: it shall describe the Premises; identify the uses permiited thereon; describe
ot take into consideration the terms, conditions and restrictions of this Lease; correlate the
appraisal method(s) applied; discuss the relevant factors and data considered; review rentals paid
by lessees in Marina del Rey and other marina locations within Southern California who are
authorized to conduct similar activities on comparable leaseholds; and, describe the technique of
analysis, limiting conditions and computations that were used in the formulation of the valuation
opinion expressed. With respect to disputes regarding Fair Market Rental Value, such Written
Appraisal Evidence shall express an opinion regarding the fair market'rental value of the
Premises as prescribed by Section 4.3.1. Written Appraisal Evidence in connection with disputes
arising out of Article 6 of this Lease shall predicate any valuation conclusions contained therein
on the Income Approach. Written Appraisal Evidence shall in all other respects be in material
conformity and subject to the requirements of the Code of Professional Ethics and the Standards
of Professional Practice of The Appraisal Institute or any successor entity.

16.8 Evidence. The provisions of Code of Civil Procedure § 1282.2(a)(2)(E) shall not
apply to the arbitration proceeding. The arbitrator shall have no discretion to allow a party to
introduce witnesses, documents or Written Appraisal Evidence (other than impeachment
testimony) unless such information was previously delivered to the other party in accordance
with Section 16.5 and, in the case of Written Appraisal Evidence, substantially complies with the
requiretnents of Section 16.7, or such evidence consists of a transcript of a deposition of an
expert witness conducted pursuant to Section 16.9. Notwithstanding the foregoing, the arbitrator
may allow a party to introduce evidence which, in the exercise of reasonable diligence, could not
have been delivered to the other party in accordance with Section 16.5, provided such evidence
is otherwise permissible hereunder.

16.9  Discovery. The provisions of Code of Civil Procedure § 1283.05 shall not apply
to the arbitration proceedings except to the extent incorporated by other sections of the California
Arbitration Act which apply to the arbitration proceedings. There shall be no pre-arbitration
discovery except as provided in Section 16.5; provided, however, each party shall have the right,
no later than seven (7) days prior to the date first set for the hearing, to conduct a deposition, not
to exceed three (3) hours in duration unless the arbitrator otherwise determines that good cause
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exists to justify a longer period, of any person identified by the other party as an expert witness
pursuant to Sections 16.5 (2)(b) or 16.5 (3)(b).

16.10 Awards of Arbitrators.

16.10.1  Monetary Issues. With respect to monetary disputes (including
without limitation disputes regarding Percentage Rent, Fair Market Rental Value and the
amount of coverage under the policies of insurance required pursuant to Article 9 of this
Lease), the arbitrator shall have no right to propose a middle ground or any proposed
modification of either Statement of Position. The arbitrator shall instead select
whichever of the two Statements of Position is the closest to the monetary or numerical
amount that the arbitrator determines to be the appropriate determination of the rent,
expense, claim, cost, delay, coverage or other matter in dispute and shall render an award
consistent with such Statement of Position. For purposes of this Section 16.10, each
dispute regarding Annual Minimum Rent, each category of Percentage Rent and the
amount of required insurance coverage shall be considered separate disputes (a “Separate
Dispute”). While the arbitrator shall have no right to propose a middle ground or any
proposed modification of either Statement of Position concerning a Separate Dispute, the
arbitrator shall have the right, if the arbitrator so chooses, to choose one party’s Statement
of Position on one or more of the Separate Disputes, while selecting the other party’s
Statement of Position on the remaining Separate Disputes. For example, if the parties are
unable to agree on the Annual Minimum Rent and three Percentage Rent categories to be
renegotiated pursuant to Section 4.3 and the amount of liability insurance coverage to be
renegotiated pursuant to Section 9.3, then there shall be five Separate Disputes and the
arbitrator shall be permitted to select the County's Statement of Position with respect to
none, some or all of such five Separate Disputes and select the Lessee’s Statement of
Position, on the balance, if any, of such five Separate Disputes. Upon the arbitrator’s
selection of a Statement of Position, pursuant to this Article 16, the Statement of Position
s0 chosen and the award rendered by the arbitrator thereon shall be final and binding
upon the parties, absent Gross Error on the part of the arbitrator.

16.10.2  Nonmonetary Issues. With respect to nonmonetary issues and
disputes, the arbitrator shall determine the most appropriate resolution of the issue or
dispute, taking into account the Statements of Position submitted by the parties, and shall
render an award accordingly. Such award shall be final and binding upon the parties,
absent Gross Error on the part of the arbitrator.

16.11 Powers of Arbitrator. In rendering the award, the arbitrator shall have the power
to consult or examine experts or authorities not disclosed by a party pursuant to Section 16.5(2)
hereof, provided that each party is afforded the right o cross-examine such expert or rebut such
authority.

16.12 Costs of Arbitration. Lessee and County shall equally share the expenses and fees
of the arbitrator, together with other expenses of arbitration incurred or approved by the
arbitrator. Failure of either party to pay its share of expenses and fees constitutes a material
breach of such party’s obligations hereunder,

3330546.5 102




16.13 Amendment to Implement Judgment. Within seven (7) days after the issnance of
any award by the arbitrator becomes final, the County will draft a proposed amendment to the
Lease setting forth the relevant terms of such award. Within seven (7) days after delivery of a
copy of the amendment to Lessee, Lessee will sign the amendment (with any revisions to the
proposed amendment necessary to accurately reflect the arbitration award) and return the
executed copy to the County, which shall thereafter be executed by County as soon as reasonably
practicable.

16.14 Impact of Gross Error Allegations. Where either party has charged the arbitrator
with Gross Error:

16.14,1  The award shall not be implemented if the party alleging Gross Error
obtains a judgment of a court of competent jurisdiction stating that the arbitrator was
guilty of Gross Error and vacating the arbitration award (“Disqualification Judgment™).
In the event of a Disqualification Judgment, the arbitration process shall begin over
immediately in accordance with this Section 16.14, which arbitration shall be conducted
(with a different arbitrator) as expeditiously as reasonably possible.

16.14.2  The party alleging Gross Error shall have the burden of proof.

16.14.3  For the purposes of this Section 16.14, the term “Gross Error” shall
mean that the arbitration award is subject to vacation pursuant to California Code of Civil
Procedure § 1286.2 or any successor provision.

16.15 Notice.

NOTICE: BY INITIALING IN THE SPACE BELOW YOU ARE AGREEING TO
HAVE ANY DISPUTE ARISING OUT OF THE MATTERS INCLUDED IN THE
“ARBITRATION OF DISPUTES” PROVISION DECIDED BY NEUTRAL ARBITRATION
AS PROVIDED BY CALIFORNIA LAW AND YOU ARE GIVING UP ANY RIGHTS YOU
MIGHT POSSESS TO HAVE THE DISPUTE LITIGATED IN A COURT OR JURY TRIAL.
BY INITIALING IN THE SPACE BELOW YOU ARE GIVING UP YOUR JUDICIAL
RIGHTS TO DISCOVERY AND APPEAL, UNLESS THOSE RIGHTS ARE SPECIFICALLY
INCLUDED IN THE “ARBITRATION OF DISPUTES” PROVISION. IF YOU REFUSE TO
SUBMIT TO ARBITRATION AFTER AGREEING TO THIS PROVISION, YOU MAY BE
COMPELLED TO ARBITRATE UNDER THE AUTHORITY OF THE CALIFORNIA CODE
OF CIVIL PROCEDURE. YOUR AGREEMENT TO THIS ARBITRATION PROVISION IS
VOLUNTARY.

WE HAVE READ AND UNDERSTAND THE FOREGOING AND AGREE TO
SUBMIT DISPUTES ARISING OUT OF THE MATTERS INCLUDED IN THE
ARBITRATION OF DISPUTES PROVISION TO NEUTRAL ARBITRATION.

Initials of Lessee Initials of County

17.  DEFINITION OF TERMS; INTERPRETATION.
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17.1  Meanings of Words Not Specifically Defined. Words and phrases contained
herein shall be construed according to the context and the approved usage of the English

language, but technical words and phrases, and such others as have acquired a peculiar and
appropriate meaning by law, or are defined in Section 1.1, are to be construed according to such
technical, peculiar, and appropriate meaning or definition.

17.2  Tense; Gender; Number; Person. Words used in this Lease in the present tense
include the future as well as the present; words used in the masculine gender include the
feminine and neuter and the neuter includes the masculine and feminine; the singular number
includes the plural and the plural the singular; the word “person” includes a corporation,
partnership, limited liability company or similar entity, as well as a natural person.

17.3  Business Days. For the purposes of this Lease, “business day” shall mean a
business day as set forth in Section 9 of the California Civil Code, and shall include “Optional
Bank Holidays” as defined in Section 7.1 of the California Civil Code.

17.4  DParties Represented by Consultants, Counsel. Both County and Lessee have
entered this Lease following advice from independent financial consultants and legal counsel of
their own choosing. This document is the result of combined efforts of both parties and their
consultants and attorneys. Thus, any rule of law or construction which provides that ambiguity
in a term or provision shall be construed against the draftsperson shall not apply to this Lease.

17.5 Goveming Law. This Lease shall be governed by and interpreted in accordance
with the laws of the State of California.

17.6  Reasonableness Standard. Except where a different standard is specifically
provided otherwise herein, whenever the consent of County or Lessee is required under this
Lease, such consent shall not be unreasonably withheld and whenever this Lease grants County
or Lessee the right to take action, exercise discretion, establish rules and regulations or make
allocations or other determinations, County and Lessee shall act reasonably and in good faith.
These provisions shall only apply to County acting in its proprietary capacity.

177  Compliance with Code. County and Lessee agree and acknowledge that this
Lease satisfies the requirements of Section 25536 of the California Government Code as a result
of various provisions contained herein.

17.8 Memorandum of Lease. The parties hereto shall execute and acknowledge a
Memorandum of Lease Extension, in recordable form and otherwise satisfactory to the parties
hereto, for recording as soon as is practicable on or following the Effective Date.

17.9  Counterparts. This Lease may be executed in counterparts, each of which shall
constitute an original and all of which shall collectively constitute one fully-executed document.
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IN WITNESS WHEREOF, County has, by order of its Board of Supervisors,
caused this Lease to be subscribed by the Chairman of said Board and attested by the Clerk
thereof, and Lessee has executed the same the day and year first hereinabove written.

THE COUNTY OF LOS ANGELES

By:

Chair, Board of Supervisors

LEGACY PARTNERS NEPTUNE MARINA L.P.,
a Delaware limited partnership

By:

ATTEST:

SACHI HAMALI, Executive Officer
of the Board of Supervisors

By:

Deputy
APPROVED AS TO FORM:

RAYMOND G. FORTNER, JR.
County Counsel

By:

Deputy

APPROVED AS TO FORM:
MUNGER, TOLLES & OLSON LLP

By:
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Legacy Partners 2598 L.P., a California
limited partnership, its general partner

By:
Name:
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EXHIBIT A

LEGAL DESCRIPTION OF PREMISES

[To be added]

Subject to the public easement reserved by Lessor in Section 15.19 of this Lease.
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EXHIBIT B

DEVELOPMENT PLAN

[To be added]
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EXHIBIT C
ASSIGNMENT STANDARDS

These standards are to apply to Proposed Transfers of Lessee’s interest in this Lease and/or the
Premises and to any Major Sublease. These standards and conditions are not to apply to (a) an
assignment for the purpose of securing leasehold financing of the parcel by an encumbrance
holder approved by County, (b) the transfer of the leasehold in connection with a foreclosure or
transfer in lieu of foreclosure by an approved lender, or (¢) the first transfer by that encumbrance
holder if it has acquired the leasehold through a foreclosure or a transfer in lieu of foreclosure.

L. The proposed transferee must have a net worth determined to be sufficient in
telation to the financial obligations of the lessee under the Lease (equal to at least six (6) times
the total Annual Minimum Rent and Percentage Rent due to County for the most recent fiscal).
A letter of credit, cash deposit, guarantee from a parent entity or participating individual(s)
having sufficient net worth or similar security satisfactory to the County may be substituted for
the net worth requirement. If the proposed transferee’s net worth is materially less than the
transferor’s, County may disapprove the assignment or require additional security such as that
described in the previous sentence.,

2. The proposed assignee must have significant experience in the construction (if
contemplated), operation and management of the type(s) of Improvements existing on or to be
constructed on the Premises, or provide evidence of contractual arrangements for these services
with providers of such services satisfactory to the County. Changes in the providers of such
services and changes to the contractual arrangements must be approved by the County. All
approvals of the County will not be unreasonably withheld or delayed.

3. The individual or individuals who will acquire Lessee’s interest in this Lease or
the Premises, or own the entity which will so acquire Lessee’s interest, irrespective of the tier at
which individual ownership is held, must be of good character and reputation and, in any event,
shall have neither a history of, nor a reputation for: (1) discriminatory employment practices
which violate any federal, state or local law; or (2) non-compliance with environmental laws, or
any other legal requirements or formally adopted ordinances or policies of the County.

4, The price to be paid for the Proposed Transfer shall not result in a financing
obligation of the proposed transferee which jeopardizes its ability to meet rental obligations to
the County. Market debt service coverage ratios and leasehold financial performance, at the time
of the Proposed Transfer, will be used by County in making this analysis.

5. If the proposed transferee is an entity, rather than an individual, the structure of
the proposed transferee must be such that (or the assignee must agree that) the County will have
reasonable approval rights regarding any future direct or indirect transfers of interests in the
entity or the Lease as required under the Lease; provided however, that a transfer of ownership
of a publicly held parent corporation of Lessee that is not done primarily as a transfer of this
leasehold will not be subject to County approval.

6. The terms of the proposed assignment will not detrimentally affect the efficient
operation or management of the leasehold, the Premises or any Improvements thereon,
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7. The proposed transferee does not have interests which, when aggregated with all
other interests granted by County to such transferee, would violate any policy formally adopted
by County restricting the economic concentration of interests granted in the Marina del Rey area,
which is uniformly applicable to all Marina del Rey lessees.

8. The transfer otherwise complies with the terms of all ordinances, policies and/or
other statements of objectives which are formally adopted by County and/or the County
Department of Beaches and Harbors and which are uniformly applicable to persons or entities
with rights of occupancy in any portion of Marina del Rey.
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EXHIBIT D

DESCRIPTION OF PROMENADE
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EXHIBIT E

CONDITIONS TO COASTAL DEVELOPMENT PERMIT
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EXHIBIT K
PERMITTED CAPITAL EXPENDITURES

The purpose of the Capital Reserve Fund is be to provide funds for the cost of additions,
replacements, renovations or upgrades of or to the Improvements on the Premises, including
building exteriors and major building systems (such as HVAC, mechanical, electrical, plumbing,
vertical transportation, security, communications, structural or roof) that significantly increase
the capacity, efficiency, useful life or economy of operation of the Improvements or their major
systems, after the completion of the Development Work. Permitted Capital Expenditures shall
not include the cost of periodic, recurring or ordinary expenditures, repairs or replacements that
keep the buildings or their major systems in an ordinarily efficient operating condition, but that
do not significantly add to their value or appreciably prolong their useful life. The Capital
Reserve Fund shall not be used to fund any portion of the cost of the Development Work or the
Subsequent Renovation (as defined in Section 5.13 of the Lease). Permitted Capital
Expenditures must constitute capital replacements, improvements or equipment under generally
accepted accounting principles consistently applied. Permitted Capital Expenditures shall not
include costs for any necessary repairs to remedy any broken or damaged Improvements, all of
which costs shall be separately funded by Lessee.

Subject to the foregoing, set forth below is a list of examples of elements, systems or
categories of Improvements for which Permitted Capital Expenditures may be made. The
Capital Reserve Fund shall not be used for the repair or replacement of an individual or a
selected group of individual items, unless such repair or replacement is part of a larger plan
(which may be a phased plan) of repair or replacement of all, or substantially all, similar items.

1. Painting of the building exterior*

2, Walkways and driveway replacement* (if asphalt, a minimum of resurfacing, not slurry
seal)

3. Windows replacement*

4. Roof replacement™ (may be on a building by building basis)

5. Elevators (replacement or addition)

6. HVAC replacement

7. Light fixtures replacement™ (interior and exterior)
8. Irrigation system* (replacement or major addition)
* To qualify, these expenditures need to incorporate replacement or renovation of at least

70% of the items or facilities in question
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To enrich lives through effective and caring service

Department aof

caches &
arbors

Los ANGELES COUNTY

Stan Wisniewski
January 17, 2008 Director
Kerry Silverstrom

: Chief Deputy
TO: Small Craft Harbor Commission

FROM: Stan Wisniewski, Director S‘J-JQ.__Q'ZA

SUBJECT: AGENDA ITEM 5b — ELECTION OF COMMISSION QFFICERS

The Election of Commission Officers is included as Item 5b on your agenda,
pursuant to Chapter Ill, Section 8, of the Small Craft Harbor Commission Rules,
which states, “At its January meeting, the Commission shall elect both a
Chairman and a Vice-Chairman to serve until the next January regular meeting.”

| have attached the Commission Rules for your information. Please contact me
at (310) 305-9522 if you have any questions or need additional information.
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RULES OF THE
*SMALL CRAFT HARBOR COMMISSION

CHAPTER I
GENERAL PROVISIONS

Section 1. ° APPLICATION. These rules shail apply to the
Small -Craft Harbor Commission of the County of Los -Angeles (the
"COMMISSION") . : o

. . - o

» Section 2. _ RULES-_OF ‘ORDER~——The —proceedings of  $he
Commission shall be governed by theé Ralph M. Brown Act {the
"Brown. Act"), and such other laws of the State of California as
Cmay-—apply, and” to the extent the Brown Act and other statutory
laws of the State of California do not apply, by Robert's Rules
of Order, newly revised, except’ as herein otherwise provided.
(collectively, .the "Rules") ! The foregoing notwithstanding,
compliance with the Rules shall not be mandatory axcept to extent
required by law. The County Counsel .shall act as parliamentarian
and, on request of the Chairman, shall give parliamentary advice.

CHAPTER II
COMMISSION MEETINGS

- Section 3. REGULAR MEETINGS. The regular heetings of the
Commission shall be held on the second Wednesday of each month,
commencing at the hour of 9:30 a.m., in the Commupity Room of Los
Angeles County's Department of Beaches and Harbors' Chace Park;
at 13650 Mindanao Way, Marina del Rey, California or such other
day, time, or place, as the Commission may decide for its next
scheduled regular meeting. If any regular meeting ‘day falls uporn
a8 holiday, the regular meeting of the Commission shall be held at
the same- place upon the Ffirst succeeding' day which is not a
heoliday commencing at the same hour, : -

Secticon 4, SPECIAL MEETINGS. The Commission may elect to
hold a special meeting on g day, at a time, or in a location .
other “than that prescribéd in Section 3 for regular meetings.
All Rules Pertaining to regular meetings of the Commission shall
"apply to special meetings to the extent they may be. applicable to
the special meeting to be conducted. o

Section 5. PUBLIC HEARINGS. The Commission may hold publié
hearings and may appoint one of its members to be the hearing
officer, with responsibility for reporting his findings and
recommendations to the Commission. Guidelines for public
Participation at a public hearing are included in Exhibit 1.




Section, 6.  QUORUM. A majority of the Commission shalj
constitute a quorum, and’ a quorum must be present for the
Commission to conduct its business. ‘

: .Section 7. MAJORITY VOTE. No act of the Commission shaljl
be valid or binding unless a majority of the Commission concurs.
However, if there is less than @ majority vote of the Commission
on an item, the Commission may refer the item to. the Board of
Supervisors with a notation of the Commission's vote.

CHAPTER IT1 : ) - o
ELECTION, POWERS, AND DUTIES OF CHAIRMAN AND VICE-CHAIRMAN

, Section §. ELECTION oOF CHAIRMAN AND VICErCHﬂIRMAN. At its
January meeting, the Commission shall elect both a Chairman and a
‘Vice-Chairman to serve ‘until the next January ragular meeting.
No member of the Commission shall be elected to the same office

Section 9. CHAIRMAN DUTIES AND POWERS. The Chairman shall
pPossess the powers, and perform the duties prescribed, as
follows: ' )

.a. Have deneral direction over the Commission Meeting
Room;

b. Preserve order and décorum;

c. Assure that attendance of the public at meetings in the
Meeting Room shall be limited to the number which can
be accommodated by the- seating facilities regularly
maintained therein;

d. Allocate the length of time for public discussion of
any matter in advance of such discussion, with the
concurreénce of the Commission; :

e. Allocate equal time to ‘opposing sides insofar as
pPossible taking into account the number of persons
requesting to pe heard -on any side;

£ Limit the 'amount of time that a person may address the
Commission during a public discussion period in crder
to accommodate those persons desgiring to speak and to
facilitate the business of the Commission; and

g. Appoint hearing officers and set dates for public

hearings.




In, the event of the resignation, removal, or death of the
Chairman, the Vice-Chairman shall serve as Chairman for the
remainder of the term. ;

‘Section 10. VICE-CHAIRMAN DUTIES AND POWERS. The

Vice-Chairman shall have all of the powers and duties of the
Chairman during' the absence of, or inability to act. of,  the
Chairman. ' ) '

In the event of- the resignation, .removal, or death of the
Vice-Chairman, or the assumption of duties and powers of -the

Chairman by the Vice-Chairman as provided in Section 9, the °
Commission shall elect another member to serve as Vice-Chairman

until the end of the term. e y

'CHAPTER IV
CONDUCT OF MEETINGS

Section 11. PUBLIC MEETINGS. Meetings of the Small Craft
Harbor Commission are open-to the public. '

1. The general ﬁublic is invited - to comment upon ageﬁda
items after introduction of the item by a member of the
‘Commission or Department.. ;

2. Individual speakers may be limited to. épecific-'time
periods of not ‘less than thrse. minutes, and are

requested to present information not aiready provided..'

Speakers will be recognized only once on a given item.

3. At the conclusion of the public comments the Commission
will consider the jtem without any further comment or
debate from the floor.

4. - The "Communications From the Public" item on the agenda .

provides time for any party to address the Commission
on any matters that are within thée subject matter
Jurisdiction of the Commission, A person may make cone
presentation under this agenda item per Commission
meeting. .  Individual speakers may be limited to
specific time périods of not less than three minutes in
length; the number of speakers under this item may be
limited to five.

5. The Chairman, at his discretion, may alter or change
the order in which agenda items are considered,
depending upon his determination of the impertance or
urgency of an item.




©.  The Chairman shall order removed from the Commission
Meeting Room any person who commits the following acts

Commission:
a, Disorderly, contemptuous or insolent behavior

toward the Commission or any member . thereof,
tending to interrupt the due and orderly course of

- said meeting;
b. A breach of the pPeace, boisterous conduct or
violent disturbance, ‘tending to interrupt the due
. and orderly course of said meeting; <
: C. Disobedience “of any lawful order of the Chairman,

which shall include an order- Yo be seated or to
refrain from-addressing the Commission; '

d. Any other'unlawful interference with the due and
orderly course of said meeting,

; directed by the Chairman..

Section 12. =~ ORDER. OF BUSINESS. The business of each

regular- meeting of the Commission shall be Yrahsacted as far as
practicable in the following order: ' ' K

l. " Call to order and action on absences,

2. Action on minutes of prior meetiﬁg.
3. ' Posted agenda items, .e.g., regular reports, old

business, new business, staff reports.

4. - Items not on the posted agenda to be discussed and (if
requested) placed on the agenda for action at a future
meeting of. the Commission, or items requiring immediate
action because of an emergency situation involving
severe impairment : to .the public ‘health or safety or
where the need to take action arose subseguent tc the
posting of the agenda. S

5. Presentatipn of scrells.
T 6. Comments b& members of the public on matters that. are

within the subject matter jurisdiction of the
Commission. -

with respect to a regular or special meeting of the




Section 13. AGENDAS AND POSTING REQUIREMENT. The
Commission may set items for each agenda and Agendas will be
posted at least 72 hours in advance of each meeting at the
Admihnistration building of the Department of Beaches and Harbors
located at 13837 Fiji Way, Marina del Rey. The” agenda will
describe each agenda item to be considered, the proposed action,
-and the location and time of the meeting. .

Section 14. MATTERS' FOR CLOSED SESSIONS. ~ The Brown Act
allows the Coemmission to go into closed session to discuss the
following matters: ' g !

1.” The purchase, sale, or lease of real property with the

. agency's negotiator, ‘or to instruct fHe negotiator. -

2. Pending litigation.

3.  -National security, or the sechrify of public buildings
and/or threats to public access to public services and
facilities.

4, ' The issuance of a license to a person with a c¢riminal
record. : :

5. The appointment, emplbyment; performance, or dismissal

of an employee, or to hear complaints or charges-

against an employee, unless the . employee requests a
public heéaring. '

6. Salaries, compensation, or fringe " benefits for
employees. - :
' Section 15.  CLOSED SESSIONS ~ PROCEDURES. = In order to

maintain. compliance with the Brown Act, the intent of which is to
‘insure that the public's business is conducted in open meetings,
the following procedures will be followed whenever the,Commission
holds a closed session: ) S '

1. Prior to or after any closed session, the Commission
must publicly state the ‘general reason or reasons for
the closed session. Specific statutory authority may
be cited. . : ) :

2.  If the closed session is to discuss pending litigation
which has been formally initiated before a court, an
‘administrative  body, a hearing officer, or an

arbitrator, the title of the litigation must be cited
in the public statement, unless it would jeopardize the
County's ability to serve process on an unserved party
or to conclude settlement negotiations, and a
memorandum of reasons and authority for the closed
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session shall be prepared by the County Counsel and
filed with the minutes and records of the Commission.

w3, In the closed session, the Commission may only discuss
: the matters covered in . the public statement.

4, A minute book shall be kept of the topics discussed in

" the closed sessions and the decisions made. This boolk
shall not be a public record and may only be viewed by

T . members of the Commission, or court of general
- jurisdiction in the event of an alleged violatiom of
the Brown Act. ' -

o't

CHAPTER V e Iy . o

. MISCELLANEOUS PROVISIONS : .

. Section 16. SECONDED MOTION. ‘Each motion made by any
member of - the Commission shall require a second. Motions and

seconds may be made by any member of the Commission, including
the Chairman. ’ ' :

Section: 17. ROLL CALL, ' The roll need not be called in
voting upon a motion, except where specifically required by law or

requested by a member. If the roll is not called; in the absence
of objection the Chairman may order ‘the item. unanimously
.approved. - When +the roll  is called on’ any  motion, any

commissioner present who does not vote in -an audible voice shall
be recorded as "Aye. " : :

Section 18. SIGNS. Except with prior authorization of the
Chairman, no placards, signs or posters or packages,. bundles,
suitcases or other ‘large objects shall be brought into the

-Meeting Room. ' .

Section 19.  DISRUPTIONS. ' All demonstrations, including -
cheering, yelling, whistling, hand clapping and foot stamping are
~prohibited. ' ‘

Section 20, DISTRIBUTION OF LITERATURE. Except with prior
authorization of the Chairman, the distribution of literature, of
. Whatever nature or kind, is preohibited, : '

, Section. 21. SMOKING. Smoking is prohibited in the
Commission Meeting Room. -

Section 22.  ADDRESSING THE COMMISSION. No. person shall
address the Commission until he or she ias first been recognized
by the Chairman. The decision of the Chairman to recognize or
not recognize a persom may be changed by order of the Commission.
-All persons addressing the Commission shall give their names for
‘the purpose of the record and state whether they are addressing

- 6 -




the Commission on their own behalf or the behalf of someone else.
The Chairman may, in the interest of fac111tatlng the business of
the Commission, limit the amount of time which a person may use
in addre551ng the Commission.

Sectlon 23. COUNTY LOBBYISTS. The Chalrman may refuse
permission to any person not registered as a feounty lobhxlst“ in
accordance with provisions of Chapter 2.160 of Los Angeles County -
code who is seeklng to address the Commission in- hls/her capacity
- as a )county lobbyist" as that term is defined in Cthter 2.160
of the Los Angeles Countz code., . 5

revised 10/02/92
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January 17, 2008
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TO: Small Craft Harbor Commission Stan Wisniewski
Director

FROM: Stan Wisniewski, Director SL‘) %_,&1 Kerry Silverstrom

Chief Deputy
SUBJECT: ITEM 6a - ONGOING ACTIVITIES REPORT

BOARD ACTIONS ON ITEMS RELATING TO MARINA DEL REY

At its January 8, 2008, the Board approved a contract with Culbertson, Adams
and Associates, Inc. for consultant services relating to projects before the
California Coastal Commission. The Board also instructed the Director of
Beaches and Harbors to resolicit more bids for additional Coastal Commission
consultants.

Also at its January 8, 2008 meeting, the Board approved a six-month extension
of the Parcel 27 (Jamaica Bay Inn) option to May 31, 2008, with up to an
additional six months to November 30, 2008 at the approval of the Director, to
allow the lessee additional time to obtain the necessary entitlements to exercise
its option for a lease extension.

LOCAL COASTAL PLAN PERIOQDIC REVIEW—UPDATE

The California Coastal Commission held its January Commission meeting at
which the Marina del Rey Local Coastal Program (LCP) periodic review was
heard here in Marina del Rey. After hearing the Coastal staff report and taking
several hours of testimony, the Commission adopted the Coastal staff's
recommendations but made additions and/or revisions thereto, the most
significant of which include the following:

(a) Revise the Biological Resources and Environmentally Sensitive
Habitat Areas (ESHA) recommendations to adopt the ESHA findings
of the Coastal staff biologist and to look for additional ESHA, opposing
‘sensitive biological resources” as an alternative to the ESHA
designation and opposing alternative heron mitigation sites and man-
made structures to support heronries;

(b) Add a recommendation that the County do a comprehensive
amendment of the LCP;

(c) Add a Water Quality recommendation that all water quality measures
be monitored for compliance with Best Management Practices
(BMPs);
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(d) Revise a Resource Protection recommendation to include protection
of not just the Blue Heron and Egret rookeries, but the protection of all
species of concern with tailored specification as to how that will be
accomplished:

(e) Add a Recreational Boating recommendation opposing any reduction
in the number of slips sized less than 34 feet.

Coastal staff also voluntarily agreed to remove from the findings language
indicating views to the mountains from the Marina jetties were not contemplated
for protection.

Coastal staff will now need to develop revised findings and recommendations for
consideration by the Coastal Commission at a future meeting. Once adopted,
the findings and recommendations will be provided to the County, which will have
up fo one year to respond. :

REPORT _ON FOUNDATION ALLEGATION REGARDING PARCEL 12
(ESPRIT I}

Staff contacted the senior inspector for the Department of Public Works - Building
and Safety Division to request that he investigate an allegation made by a
member of the public that the Esprit | buildings are sinking and water is flooding
the subterranean garages during high tide. Based on his visual inspection and
intimate knowledge of the project, the senior inspector reported that the
allegations are untrue and no evidence of the water intrusion within the garage is
evident.

REGIONAL PLANNING COMMISSION'S CALENDAR

Currently, there is no Marina del Rey matter scheduled for consideration by the
Regional Planning Commission.

DESIGN CONTROL BOARD MINUTES

The minutes from the Design Control Board meeting for December 2007 have
not been finalized.
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1o enrich lives through effective and caring service

Departme

Beaches &
Harbors

January 17, 2008 Stan Wisniewski

Director

Los ANGELES COUNTY

Kerry Silverstrom
To: Small Craft Harbor Commission Chief Deputy

( [4 *
From:; Stan Wisniewski, Director Qﬂk‘ u.\__,Qa

Subject: ITEM 6b - CHILDREN’S W.A.T.E.R. PROGRAM

The Department offers various youth programs throughout the year for young people,
ages 7-17. The main provider of youth activities in the Department is the Water
Awareness, Training, Education and Recreation (W.A.T.E.R.) Program. The main goal
and focus of the W.A.T.E.R. Program is to expose youngsters to various ocean, beach,
and water activities. Special efforts are made to expose underprivileged youth to
existing activities by offering financial aid for tuition fees and free transportation from
non-beach communities. Los Angeles County Ocean Lifeguards serve as instructors for
all W.A.T.E.R. Program activities. All program statistics are tracked by fiscal year. The
following are the various youth camps and activites offered by the Department
throughout the year.

Ocean-Sports Camp
Ocean-Sports Camp is a week long camp for children, ages 7-14, held in the winter,

spring and summer. This camp teaches children a variety of ocean activities, including
body boarding, kayaking, sailing and surfing. Ocean skills are taught in the morning
and boating skills are taught in the afternoon. Last fiscal year 2006-07, this particular
camp had 119 children participate. This year, we have already surpassed that number
by 82% with a total participation of 217 children, and there are still more Ocean-Sports
Camps scheduled for the spring and summer months. This past December and the
current month of January, the Department invited the Los Angeles County Probation
Department to participate in the scheduled Ocean-Sports Camps. The Probation
Department had 88 enthusiastic children from various Los Angeles areas participate in
the camps.

Dolphin Camp
Dolphin Camp is also a week long camp geared towards younger and more

inexperienced children, ages 7-10. This camp is offered in the summer months of June,
July and August. The camp is designed to introduce youngsters to the ocean
environment while emphasizing water safety. The curriculum includes ocean skills
(swimming, body surfing and body boarding); marine life education (animal identification
and tide pools) and environment preservation; and ocean sports (kayaking, canoeing, :
sailing and surfing). This camp has also surpassed last year's numbers, with 258 ;
children so far compared to 192 total children for 2006-07.
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Surf Camp
Surf Camp offers activities to children, ages 11-17. Children receive basic surf

instruction, surfing etiquette, board types, board selection and surf history. Camps are
held in the summer, winter and spring. Last year's camps had 130 participants, and this
year we_have had.a_total of 93_participants._More camps.are scheduled. for the spring
and summer, so the Department is expected to surpass last year's numbers.

Ocean-Safety Days
Ocean-Safety Days are offered September through November and March through June.

This_is_a_one_day_activity offered to_schools_for children, grades 2-12. Curriculum ____

includes C.P.R. demonstration, first aid instruction, kayaking, surfing, snorkeling, body
surfing, and beach games. Last year, we had 3,935 children participate in the various
scheduled Ocean-Safety Days. This year, the Department is-well--on its way to
matching last year's numbers with 1,580 children participating so far.

Sailing Classes
Sailing classes are offered at the Marina del Rey Boathouse in Burton Chace Park for

children, ages 11-17. One-week sessions are offered various times throughout the
year. Curriculum includes knot tying, basic sailing knowledge and terms, boat
maintenance and rigging, tacking, docking and ocean sailing. So far, the Depariment
has had 80 children participate this fiscal year compared to last year's total of 66. The
Department is currently working on increasing the amount of sailing classes offered.

Qutdoor Adventures

The Department’'s Outdoor Adventures are held throughout the year and are offered at
the Boathouse in Burton Chace Park. Activities include harbor and surf kayaking and
birdwatching. Kayaking is offered to children ages 10 and up and adults. Harbor
kayaking entails instruction and water safety, with the actual outings taking place in the
Marina del Rey harbor. Surf kayaking gives participants the opportunity to kayak
through the Marina del Rey harbor and head out to the North Jetty, where they will surf
the waves aboard sit-on-top kayaks. In 2006, there were 13 kayaking classes offered
with approximately 134 participants of all ages. In 2007, the kayaking activities had 27
participants with only 2 outings. The birdwatching class takes participants of all ages to
various sites in the Ballona Wetlands to observe various bird species in their shoreline
and vegetation habitat. In 2006, the Department had 5 birdwatching outings with 37
participants. In 2007, 4 outings took place with 40 participants ranging in age from 10 to
71.

Day in the Marina
Day in the Marina is a fun summertime program geared towards children 5 to 12 years

of age. The program is a joint effort between the Departments of Parks and Recreation



and Beaches and Harbors. Children participating in summer programs at various
County parks are transported to Burton Chace Park for a fun filled day of activities,
which include a boat tour of the Marina, games, arts and crafts, and swim time at
Mother's Beach. In 2006, approximately 980 children came to experience a Day in the
Marina and, in 2007, about 1,000 children partlclpated

Dlscover Marma del Rey
Discover Marina del Rey is a yearly. one day event that takes place on the second

Sunday of October. This is a community and family oriented event where exhibitor
booths are provided to showcase vital information on health, safety, and the
- —— environment.—Burton-Chace Park-is-transformed-into-a-children’s_playground.-filled with

various rides, games, inflatables, snack vendors, and a pumpkin patch. A marionette
show and children’s storytime with the Lloyd Taber-Marina del Rey Library are also a
part of the day’s activities. Arts and crafts workshops offered by the Department of
Parks and Recreation and kayaking in the main channel for visitors ages 6 and up are
among some of the more popular activities of the day. The U.S. Coast Guard also
participates in the event by demonstrating a live helicopter rescue in the main channel.
The Marina del Rey Anglers offer a tour of the White Bass Grow Out Pen and also
sponsor youth fishing off the fishing pier for children, ages 7-15. Last year's event had
about 1,500 children and their parents enjoying the park and the many events and
activities offered throughout the day.
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